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MONOPOLY WHITEWASH 
By HERMANN LEvy 


THE DOLLAR GAP 


CURRENCY FOR EMIGRANTS 
By R. KALIVoDA 


MONETARY POLICY IN THE US. 


By ERNEST H. STERN 


THE STOCK EXCHANGE AND THE PUBLIC 
By Oscar R. Hopson 


HUNGARY’S BANKS—BEFORE NATIONALIZATION 
By FRANCIS RONA 


EIRE: AN ECONOMIC SURVEY 


Special articles on Production, Balance of Payments and Finance, including contributions 
from the Minister for Finance and the Minister for Industry and Commerce. 


HUDDERSFIELD 
BUILDING SOCIETY 


Established fa > : a Reserves 
\ ESE /9, £1,000,000 


HEAD OFFICE : BRITANNIA BUILDINGS, HUDDERSFIELD 
LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2. 





BLADES, EAST & BLADES 


LIMITED 


Established 1821 
BANKERS’ CHEQUE PRINTERS 
e 


CONTINUOUS CHEQUES, BANK NOTES, BEARER WARRANTS, 
SHARE CERTIFICATES AND GENERAL SECURITY PRINTING. 
COMPANY PROSPECTUSES. 

PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, BANKS, ETC. 


PRODUCERS OF HIGH GRADE PRINTING BY LETTERPRESS, 
LITHOGRAPHIC AND PHOTOGRAVURE PROCESSES. 


a 
City Offices : Works : 
17 & 23, ABCHURCH LANE, LEONARD STREET, 
LONDON, E—E.c.4 FINSBURY, LONDON, E.C.2 


Telephones : Telephones : 
MANSION HOUSE 4366 (10 lines) CLERKENWELL 1020 (10 lines) 
Telegrams : “ Identical, Cannon, London.”* 
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BRADBURY, WILKINSON & CO, LTD. 


DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 
and 
ALL DOCUMENTS OF SECURITY 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 
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| BANK OF IRELAND 


ESTABLISHED 1783 
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Head Office : 
COLLEGE GREEN DUBLIN 


Capital (Paid Up) - - £2,769,230 
Reserve - - : -  £3,430,000 
Total Assets - - - £76,223,155 


97 Branches throughout Ireland 


LONDON AGENTS 


BANK OF ENGLAND 
COUTTS & CO. 


Every description of Home and Foreign 
Banking Business Transacted 





MUNSTER & LEINSTER 
BANK LIMITED 


CAPITAL SUBSCRIBED £1,875,000 
CAPITAL PAID-UP_~ - £750,000 
RESERVE FUND - - - £1,060,000 
DEPOSITS, etc., at 31st Dec., 1946 £53,281,500 


HEAD OFFICE MALL, CORK 


The Munster & Leinster 
Bank Ltd. 


The Bank has over 200 Branches and Sub-Branches throughout Ireland 


BANKING SERVICES OF ALL DESCRIPTIONS ARE AVAILABLE FOR THE 
PUBLIC 


CURRENT ACCOUNTS OPENED ON USUAL TERMS. 
DEPOSITS RECEIVED AT INTEREST. 


THRIFT SAVINGS ACCOUNTS. THE SMALLEST SUMS MAY BE DEPOSITED. 
INTEREST ALLOWED. HOME SAFES ISSUED. 


FOREIGN EXCHANGE BUSINESS TRANSACTED. 

INCOME TAX CLAIMS PREPARED AND INCOME TAX RECOVERED. 
EXECUTORSHIPS AND TRUSTEESHIPS UNDERTAKEN. 

VALUABLES RECEIVED FOR SAFE KEEPING. 
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THE 


NATIONAL BANK 


LIMITED 


Established 





CAPITAL £7,500,000 
RESERVE FUND £1,250,000 
DEPOSITS £67,394,000 


EVERY DESCRIPTION OF BANKING 
BUSINESS TRANSACTED 


DUBLIN : 34 & 35, COLLEGE GREEN 
and 15 CITY OFFICES 


BELFAST : CORK : LIMERICK : WATERFORD 
and 219 OTHER OFFICES THROUGHOUT IRELAND 


LONDON : 13, OLD BROAD STREET, E.C.2. 
and 14 OTHER OFFICES IN THE METROPOLIS. 
ALSO AT 


LIVERPOOL ; MANCHESTER ; BRISTOL ; 
CARDIFF ; NEWPORT ; SWANSEA ; etc. 





AGENTS and CORRESPONDENTS ALL OVER THE WORLD 





ULSTER BANK LIMITED 


ESTABLISHED 1836 


Affiliated to Westminster Bank Limited. 


IOOERRDORSSUAOSORROREDRERERECSSCERSROORECES 


Capital Authorised and Subscribed  £3,000,000 


Capital Paid Up - £1,000,000 | 
> £2,500,000 
Reserve Fund - £1,500,000 | 


SEREREERAEOOLCOLRORTRPRORRRSCORCORRER CEES 


COMPLETE BANKING SERVICE 
with Special Departments for the Trans- 
action of Executor and Trustee, Foreign 
Exchange and Income Tax Business 


COCCOSSCRSCDROLOBL COC OeReOCErccrcrecers 


By means of 111 Branches and 82 Sub Offices in Northern Ireland 

and Eire, and through Agents and Correspondents in all parts of 

the world, the Bank offers a comprehensive service transacting 
every type of Banking business. 


PRINCIPAL DUBLIN GCOFRFICE: 


32 & 33, COLLEGE GREEN 


HEAD OFFICE: 


WARING STREET, BELFAST 





The Hibernian Bank 


Limited 
INCORPORATED IN IRELAND 
Established 1825 


CAPITAL subscribed £2,000,000 


£500,000 
RESERVE FUND £750,000 


HEAD OFFICE 


COLLEGE GREEN, DUBLIN 


Seven Dublin Branches 
Over One Hundred Branches 
and Sub-Branches 
throughout Ireland 


THE BANK UNDERTAKES THE RECOVERY AND ADJUST- 
MENT OF INCOME TAX ¢ THE BANK ALSO UNDER- 
TAKES THE OFFICES OF EXECUTOR AND TRUSTEE 


London Agents : 
LLOYDS BANK LEMITED 


72 Lombard Street, London, E.C.3 
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PROVINCIAL BANK OF IRELAND LIMITED | 


ESTABLISHED 1825 








SUBSCRIBED CAPITAL - - - - £4,080,000 
PAID-UP CAPITAL - - - - - £540,000 
RESERVE FUND - - - - : £600,000 
TOTAL ASSETS (31/12/46) - - - £32,984,953 
DUBLIN - - - Chief Office: 5 College Street 


115 BRANCHES AND SUB-BRANCHES 








BANKING BUSINESS OF ALL KINDS TRANSACTED 








The Bank has correspondents and agents in all parts of the 
world and conducts overseas business of all kinds, including 
collection of foreign bills and cheques. 








THE NATIONAL CITY BANK LIMITED D 


10 COLLEGE GREEN, DUBLIN 





Capital ae ioe — a adi £406,018 
Reserves and Uncalled Capital £500,000 
£5,797,491 









Total Assets 


lh. 













Offers to the Public a 
complete Banking Service: 






CURRENT AND DEPOSIT ACCOUNTS 
BOOK DEPOSIT ACCOUNTS 
HOME SAFES 
FOREIGN EXCHANGE 
TRUSTEE AND EXECUTOR DEPARTMENT 
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TED | THE ROYAL BANK OF IRELAND LIMITED 


ESTABLISHED 1836 







Complete Banking Service 


SPECIAL DEPARTMENTS FOR 


EXECUTORSHIPS e TRUSTEESHIPS 
INCOME TAX CLAIMS e FOREIGN 
EXCHANGE BUSINESS 


Private Safes may be Rented at College Green Branch, 
Dublin 


Head Office: FOSTER PLACE, DUBLIN 
London Agents: Midland Bank, Limited 





PALGRAVE MURPHY LTD. 


Will handle all your Customs Clearance, 
Forwarding, Cartage, etc., and save you time, 
trouble and expense. 


e SHIPBROKERS 
e STEVEDORES 





1Fy EDEN @UAY DUBLIN 


Telegrams : ‘* Palgrave, Dublin "’ Telephone: 71701 (5 lines) 











BETSON & CO., LTD. 


SHIPBROKERS : CHARTERING AGENTS : STEVEDORES 

Consulate for Norway _ Consulate fer Panama —_ Vice-Consulate for Finland 

20 EDEN QUAY, DUBLIN 

Phene Nos. 73904/5 Telegrams ‘ Betson,’ Dublin 
Cedes — Scott’s 10th Editicn, Boe, Lombard 






AGENTS FOR UNITED STATES LINES 
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NORTHERN BANK||  GENTEX” 





LIMITED 
Established 1824 


OLDEST JOINT STOCK BANK 








FABRICS 


Woven and finished in 


one of the most modern 


IN IRELAND a a 
factories in Ireland—they 
TOTAL ASSETS EXCEED are fully equal in quality wi 
£37,000,000 to the best products of hi 
—— other countries. th 
In addition to a 
Complete Banking Service GENERAL 
including TEXTILES 
a Foreign Department through - —LIMITED - Tl 
which the Bank establishes direct ATHLONE —EIRE rel 
contact with all the principal Phone: Athlone 54. Wires: ‘'Gentex,”’ Athlone the 


Overseas Markets 


Special Departments 


are available for 


TRUSTEESHIPS 
EXECUTORSHIPS 


nd 


CLAIMS FOR REPAYMENT 
of 
INCOME TAX 


Head Office : 
VICTORIA ST., BELFAST 
Chief Dublin Office : 

114 GRAFTON ST., DUBLIN 
171 Branches and Sub-Branches 


London Agents: 


LLOYDS BANK, LTD. 




















THE SOUTH OF IRELAND 
PUBLICATIONS 


Established 1841. 


The Cork Examiner 


CAN ASSURE ITS ADVERTISERS 
THAT IT 1S BOUGHT MAINLY BY 
THE PURCHASING PUBLIC. FIRST 
MORNING PAPER TO REACH EVERY 
PART OF MUNSTER 


The Evening Echo 


THE PAPER THAT IS THE POPULAR 
** EVENING "' IN THE SOUTH OF 
IRELAND 


Cork Weekly Examiner 
BEST ‘‘WEEKLY*’ FOR YOUNG AND 


O1.D —.-MOST POPULAR _IRISH 
WEEKLY AMONGST THE EXILES 


Chief Offices— 
95 Patrick Street, Cork, Eire 


DUBLIN—39 Westmoreland Street 
LIMERICK—61 Catherine Street 
LONDON—Fleet House, 58 Fieet 


Street, E.C.4 
WATERFORD—113 The Quay 
*Phones—Cork 1746 (4 lines) Dublin 22830 
Limerick 495 Waterford 216 
London, Central 5793/4 
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AST year, when we were beyond the shadow and facing the light, we made 





certain promises to our friends everywhere in every walk of life. We promised 
a gradual return to the full quality of the unhampered years. A glance back at 1946 
will show that we kept our word in good measure, even though our suppliers were 
hindered by some incalculable features of the war aftermath, from delivering 


the full quota of machines and materials on order. 


Cue 


The return of Botany wool brought oh back with it the familiar and always 
reliable trade marks on Young Wolsey for the young people and Cardinal socks for 
the men. The women were given Sunbeam pure silk stockings again and in fact 
we are already making some nylons for them. The quality of all our products will 


continue to improve as better raw materials are made available to us from abroad. 


Q. 


Because your continued patience p and goodwill during the . hard 
times is deserving of the best in better days, we have searched through England 
and America for the most up-to-date equipment for all departments. Through 
constant striving we have procured our share. The year 1947 is one of greater 
activity than ever for us, using new processes of manufacture and finish so that we 
can give to the Irish public the finest products of their kind that scientific and 


industrial progress has achieved anywhere. 


SUNBEAM WOLSEY 





Advertisement of Sunbeam Wolsey Ltd. 

















CARGO SERVICES 


betwe 
lrish Ports and New York, Norfolk, Chester 
Montreal, St. John N.B., Gothenburg and Oslo 


Full particulars may be had from 


IRISH SHIPPING LTD. 


DUBLIN—19-21 Westmoreland Street CORK—4I South Mall 
MONTREAL 27 Board of Trade Building 
ST. JOHN N.B.—145 Prince William Street 
NEW YORK—States Marine Corporation, 90 Broad Street 


CHESTER—B. H. Sobelman & Co., Bourse Building, Philadelphia, P.A.6 
GOTHENBURG—Blidberg Metcalfe and Co., A/B OSLO—Joachim Grieg & Co. 





LIMERICK STEAMSHIP COMPANY LIMITED 


SHIPOW NERS 
FUEL MERCHANTS 
CARTAGE CONTRACTORS 
CUSTOMS CLEARANCE AGENTS 
AGENTS’ AIR TAXI SERVICES 
COLD STORAGE WAREHOUSEMEN 


REGULAR SERVICES BETWEEN 


LIVERPOOL 
and 
LIMERICK, FENIT, GALWAY, BALLINA, WESTPORT. 
EIRE PORTS and PORTUGUESE and SPANISH PORTS 


Head Offices : LIMERICK Tel. 414 


DUBLIN Offices : 1 Eden Quay Tel. 75818 
Branch Offices: GALWAY, TRALEE, BALLINA, WESTPORT, COBH and LIVERPOOL 























MADE IN 


‘*DRIPSEY ” 


is the guarantee of 


Quality, Style 
and Durability 


Specialities : 
Ladies’ Tweeds, Mantle 
Cloths, Boys’ Hard Wearing 
Tweeds, Overcoatings, Blan- 
kets and Rugs 


DRIPSEY MILLS LTD., 
CO. CORK 











FINE SOAP FOR 
FINE FABRICS 


RYAN’S 
KELTIC SOAP 


(MADE PUREST MATERIALS) 


. excellent for Toilet 
or Bath and Every 
Kind of Washing 


SOLD EVERYWHERE 


MADE BY 


E. RYAN & CO., LTD. 


LEESIDE SOAP WORKS, CORK 








The capital required to secure even a 
moderate income for dependants during 


the early years of married life is beyond | 
the means of most men. The purpose 
of the “‘Safeguard”’ Policy is to provide 
income in the event of death during 


these years at a premium which is only 





LEGAL 


Established 1836 








The anxious years 











slightly greater than that for an ordinary 
Life Policy—the income benefit being 
combined with either Whole Life or En- 
dowmentAssurance. Full particulars, with 
an illustration applicable to your owncase, 
will be sent to you if you will write to the 


address below, stating your date of birth. 


Special terms of Life Assurance are available to Bank Officials 


GENERAL 


ASSURANCE SOCIETY LIMITED 


188 rFLEST STREET, 


near Temple Bar 


LONDON, E.C.4 


Assets Exceed £81,000,000 
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TWENTY FIVE | IRISH NATIONAL 


YEARS AGO | !NsuRANCE co., LTD. 


Twenty-five years ago Ireland's individual FIRE 

fortunes were at a low ebb. There was, how- 

ever, a new spirit awaking in the land. Prompt EMPLOYERS’ LIABILITY 
decision and resolute will guided us in launching 

New Ireland Assurance Company, Ltd., to cater ENGINEERING 

for Irish needs. To-day it is one of Ireland's ACCIDENT 
greatest Industries. MOTOR 


FUNDS EXCEED £1,500,000 
GLASS 


NEW IRELAND — 


ASSURANCE COMPANY, LTD. 


Head Office—12 DAWSON STREET, DUBLIN Head Office — 11 DAWSON STREET, DUBLIN 
M. W. O'REILLY, F.C.I.1., Managing Director Telephone — 75611 (7 lines) 
















ESTABLISHED 


46-49 DAME STREET 
DUBLIN. 






Fire, 





Accident, Engineering, Aviation and Marine | 








JOHN DALY & CO. LTD. 
10-20 KYRL‘*S @UAY., CORK 


representing in Ireland the following: 





Braudy (French) ... COURVOISIER & CO., Cognac 

Brandy (Portuguese THE ROYAL OPORTO WINE CO., Oporto 
Burgundy .. .s. PAUL BOUCHARD & CO., Beaune 
Claret ... PAUL BOUCHARD & CO., Bordeaux 
Champagne. ... PIPER-HEIDSEICK, Reims 

Liqueurs ; ... CAZANOVE & CO., Bordeaux 

Madeira ; ... HENRIQUES & HENRIQUES, Funchal, Madeira 

Port .. see ase THE ROYAL OPORTO WINE CO., Oporto 

Rum . ss. as. FREDERICK L. MYERS & SON, Nassau, Bahamas 


Sherry . ... ... PALOMINO & VERGARA, Jerez de la Frontera, Spain 
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1 4 good seller prom a good cellar 


Made by the ancient Pot Still method from the finest home-grown 
cereals—to a 150-year-old recipe. 

At least seven years maturing in special casks. 

Bottled straight—unblended with any other spirit. 


JoHn JAMESON 
x x x WHISKEY 
















NOT A DROP {1S SOLD TILL | 
IT'S SEVEN YEARS OLD _ 
| Special iiqueur—12 years old—and over, 


ON 


BLIN 














FOR 


INTERNATIONAL TRADE 


YOU MAY 


BANK ON OUR SERVICE. 


INSURANCE CORPORATION 
OF IRELAND LTD. 








Bankers Codes : 

The Munster and Bentley's Complete 

Leinster Bank, Ltd Phrase 

Cork Western Union—5 
L 
Wood —2nd Edition ALL CLASSES OF 
ebra — 3rd an 
oe eee FIRE—ACCIDENT—MARINE 

a 
| INSURANCE 


| Importers - Distributors - Exporters. 


FOUNDED 1920 


THE FRISH INTERNATIONAL 
TRADING CORPORATION (CORK), 


91 SOUTH MALL 8 DONEGALL SQ. 
CORK BELFAST 


87 O'CONNELL ST. 5 GILTSPUR ST. 
LIMERICK LONDON, E.C.1 





LTD. Head Office: Dame St., Dublin 
"Phone - 956 Cork ROCKSAVAGE, 
Telegrams - Intertrade, Cork CORK 


























BANK MELLI IRAN 


(NATIONAL BANK OF IRAN) 
INCORPORATED BY LAW IN 1927 
HOLDER OF EXCLUSIVE RIGHT OF NOTE ISSUE 


CAPITAL FULLY PAID - - «  Rials 300,000,000.— 
RESERVES (BANKING DEPARTMENT) - Rials 760,000,000.— 


RESERVE (ISSUE DEPARTMENT) - -_— ~= Rials 1,000,000,000.— 
Governor and Chairman of the Executive Board: ABOL HASSAN EBTEHAJ 
Head Office: TEHRAN, IRAN (Persia). 

Over 150 Branches and Agencies throughout Iran. 
Correspondents in important Centres all over the world. 


London Correspondents : Bank of England. 
Midland Bank Limited. 
Lloyds Bank Limited. 
National Provincial Bank Limited. 
Barclays Bank (Dominion, Colonial and Overseas). 
Martins Bank Limited. 
The Chase National Bank of the City of New York. 


New York Correspondents: Federal Reserve Bank of New York. 
Irving Trust Company. 
The Chase National Bank of the City of New York. 
Guaranty Trust Company of New York. 
Bank of the Manhattan Company. 
Chemical Bank and Trust Company. 
American Express Company. 
National City Bank of New York. 
Bankers ‘Trust Company. 
Brown Brothers, Harriman and Company, New York, 
The Bank, through its Banking Department, offers complete banking service for Foreign Exchange trans- 
actions, provides special facilities for Documentary Credits, etc., and with its numerous Branches in Iran deals 


with every description of banking business. 


ADMINISTERS NATIONAL SAVINGS. 














WRAUDIS WUE Wels WAST 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA provides a complete 
ce, backed by nearly a century ’s first-hand experience of 
ic conditions, for every financial operation connected with 
AND TRAVEL IN THE EAST. The Bank’s branch system, 


lagemen nt di directed from London, serves 


























| INDIA : CEYLON . BURMA . MALAYAN UNION 

SINGAPORE 5 BRITISH NORTH BORNEO ° SARAWAK 

CHINA ’ HONGKONG . THE PHILIPPINE REPUBLIC 
FRENCH INDO-CHINA R SIAM ‘. INDONESIA 






urers planning to establish, renew or extend 
the East are invited to consult the Managers in 


Lonec lanchester 
Head Office - - - - 38, BISHOPSGATE, LONDON, E.C.2 
Manchester Branch - - - - 52, Mosley Street, Manchester, 2 
West End (London) Branch - - 28, Charles II Street, London, S.W.1 
New York Agency - - - - - - 65, Broadway, New York 
Associated Banking Institution in India - The Allahabad Bank Limited 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 


Incorporated by Royal heme 1853) 









EXPORTS to 
AUSTRALIA 


be despatch of British goods to Australian markets U — 
can be developed materially by the services available 

from this Bank. Up-to-date information on Australian trade 
requirements, collected from over 400 branches and agencies 
throughout Australia and other reliable sources, is available to 
British Manufacturers and Merchants. 


Address enquiries to the Information Department of : 


THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 


7, LOTHBURY, LONDON, E.C.2 
and at Australia House, Strand, London, W.C.2 





_ 
—_—_— 
—_— 
_—_— 





Established 1858 


Incorporated with Limited Liability in Victoria 





THE NATIONAL CITY BANK OF NEW YORK 


Incorporated with limited liability under the National Bank Act of the U.S.A. 





Founded 1812 


Head Office: 55 Watt Srreet, New York 


11 WATERLOO PLACE, S.W.1 


117 OLD BROAD STREET, E.C.2 London Offices : 


NATIONAL BANK OF EGYPT 


; 
| (Incorporated in Egypt. Liability of Members is Limited.) 


HEAD OFFICE : CAIRO 


Commercial Register No. 1 Cairo 








FULLY PAID CAPITAL - - £3,000,000 
RESERVE FUND - . - £3,000,000 


London Office : 
6 and 7 KING WILLIAM STREET, E.C.4 


Branches in all the Principal Towns 


EGYPT and the SUDAN 
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“It’s only natural! 
The first things tc 
become scarce are 
always the best, the 
things that everybody 


wants.” 





Home supplies of White Horse Whisky seem even smauer, 
because so very many people ask for it first. 


MAXIMUM PRICES:—Bottles 25/9, }-Bottles 13/6 
as fixed by the Scotch Whisky Association 
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Construction for Protection 


For the better part of a century Chatwood have specialised in the 
design and production of decors difficult to open—other than 
authorised entrants. The first circular strong room door ever installed 
in this country was constructed in the Chatwood works. It is one 
of a range of strong room doors designed to the special requirements 
of leading Banks, Business Houses and Public Corporations in this 
country and abroad. These doors admit to strong rooms of a 
special construction developed by Chatwood on the basis of patent 
steel spiral reinforcement fabric. This inter-woven steel fabric rein- 
forcement scientifically disposed throughout the walls, roof and floor, 


and filled with concrete, results in a protective structure of granite 


hardness, uniform density. and immense resistance to penetration. 


CHATWOOD 


THE CHATWOOD SAFE & ENGINEERING CO. LTD., SHREWSBURY, ENGLAND 





This cHATWOOD Circular Door—the first ever installed in this country—guards the entrance 


to the treasury of a London Bank. 
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The case of the missing typist 








3 What’s to be done? Masses of correspondence, Bal 
- _ -4 . . . \ es 
——_ —— reports, schedules, tenders, specifications to be copied Fx 
y a : 7 
= and nobody to do it. 
—=— Business men hard pressed by the present typist 
= ————— - shortage are handing over these copying jobs to 
e- ————- —=" 2 ‘Photostat’ and are saving quite a lot of time and 
—_— 1+ —————— —— ad 
-= $= - bother thereby. 
- — A ‘ Photostat’ will copy anything: written, drawn or 
— e printed (including illustrations). The ee. nowng 
=— - size, enlarged or reduced, are photographic facsimiles. 
ee Z P ‘ 
SS Z That means they are automatically 100°> accurate ] 
= 2 


always; not a second need be wasted checking them. 
(Another headache out of the way for overworked 
office staffs). The service is confidential, prompt, 
economical. 

Can ‘ Photostat ’ give youahand? Get in touch with 


PHOTOSTAT LTD. mp 


DEPARTMENT 16, ADELAIDE HOUSE 
KING WILLIAM STREET, LONDON, E.C.4 
MANsion House 8226 








Y ” 
HOLIDA 
FECT 
; “THE " at 


| AVON CASTLE | 


BOOK NOW FOR THIS SUMMER 


75 acres private estate beside the 
River Avon. 1} miles fishing, boating, 
swimming, dancing. Golf nearby. Riding 
(in the New Forest). Licensed. Perfect 
cuisine, comfort and contentment 


OTTOMAN BANK 


Incorporated in Turkey with Limited Liability 
FOUNDED 1863 





CAPITAL, £10,000,000 
PAID UP, £5,000.000 
RESERVE, £1,250,000 


Write now for illustrated folder 


RINGWOOD (near Bournemouth), HANTS 
Telephone Ringwood 600 





London: 
2022, ABCHURCH LANE, E.C.4 


MANCHESTER : 56-60 Cross St. 





—this is the SPECIAL Paris 
lather, prescribed for  super- , 
sensitive skins. Mildly medi- 7 sum Deapereoer Fee) 


outed Soothing. Cooling. A joy MARSEILLES : 38 rue St. Ferreol 











to skin which tingles, feels taut Galata teased + Cami) 
. u, Yeni Cami 
or becomes inflamed after ordi- — 
nary shaving. BRANCHES AND AFFILIATIONS 
° , THROUGHOUT THE NEAR EAST SSE 
Drafts and Telegraphic Transfers Issued (Registere 
Letters of Credit Granted 





EXCHANGE & INSURANCE 
OPERATIONS EFFECTED 





SHAVING STICK 








ce, 
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dist 


and 
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Imperial 


Made in Great Britain 


Imperial Typewriter Company Ltd. 
Leicester 


DISCUSSING 
WILLS WITH 
CUSTOMERS 


When occasion arises to 
discuss wills with custom- 
ers, may we ask bankers 
kindly to remember the 
great social and evangelistic 
work of the Church Army ? 
Help by a legacy is very 
greatly appreciated. Lega- 
cies can be allotted to a 
specified object and named 
*In Memoriam” of the 
testator. 

Forms of bequest and full 
particulars may be obtained 


from The 
CHURCH 
ARMY 


55 BRYANSTON STREET 
LONDON, W.! 
(Registered under the War Charities Act 1940 


10/125 
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@ 
Quality and consistency... Economy 
and colour... These have combined 


to make Waterman's Ink as famous 
in the field of writing asits unrivalled 
companions — Waterman’s Pens and 
Pencils. Just as the world-famous 
“Tip-fill’’ Bottle is 
ideal for individual use, 
so the larger sizes are 
specially designed for 
the collective use of 
business houses and 
schools. 


Waterman’s 


From all Stationers and Stores 


Made in England by 


Waterman Pen Co. Ltd 


‘Ehe Pen Corner’ 41. KINGSWAY, 










S 
fa Here’s the World’s finest 
S 


Ink for Quantity Use—in 
4 pints, quarts and gallons. 














BANCO MERCANTIL DE 
O SAO PAULO S.A. 


°O 
5 ¢ Cable Address: MERCAPAULO 


The New Writing Instrument 

















Authorized Capital: 


@ Contains sufficient ink to write for Cr $60,000,000.00 
SAR ERE ANG, Paid-up Capital: Cr$57,822,300.00 

@ Writes on a ball-bearing with a Reserves: - Gr$20,000,000.00 
velvet touch and a smooth gliding : . . , 





action. " —— 
The ink dri , Head Office : — 
@ The ink dries as it writes. e ‘ 
Sado Paulo (Brazil) 
@ Does not smudge even on wet paper. | 1 
@ Makes at least six perfect BRANCHES:—Rio de Janeiro 








(Federal District) . Santos (Sado 

Paulo) . Curitiba (Parana), and 

36 Agencies throughout Sdo 
Paulo and Parana States. 


carbon copies. 
@ A boon to left-handed 
writers. 






































Does not leak at any - E 
altitude. Correspondents in all States of 
Brazil. 
a vee LL. 
Retail Price : 34/10 THE ~# 
Place your order with [ N I I ED 
local retailers. 
Trade Enquiries Only: 
SIR HENRY LUNN LID., ERIE NDL Y 
(Commercial Dept.) y j 
pphewsnags oA | Made in England by : INSURANCE COMPANY, 
: F THE MILES MARTIN LTD. 
atents grante 
peeeie ig PEN CO. LID. 
LIFE, FIRE, BURGLARY, 
SICKNESS, PLATE GLASS, 
DRIVERS’ RISKS, HOUSE 


PURCHASE, ENDOW- 
MENTS, Etc., Etc. 










Y REFILL SERVICE 
* Biro’ Service re- 
tailers will fit a refill 
unit and service your 
* Biro’ for an inclu- 


\ : 
\ sive charge of five 


| f y ’ \. shillings. 4b 
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R. C. BALDING, 
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TRADE OPPORTUNITIES 
Australia and New Zealand 


Australia, New Zealand and Fiji are rapidly developing 

oversea trade connections. 

Both exporters and importers value the specialized 

foreign banking services of the Bank of New South 
Wales. Ask your bankers to consult and use 


BANK OF NEW SOUTH WALES 


(Incorporated in New South Wales with limited liability) 


FIRST AND LARGEST COMMERCIAL BANK IN. THE SOUTH-WEST PACIFIC 
LONDON OFFICE: 29 Threadneedle Street, E.C.2. HEAD OFFICE: Sydney, Australia. 








GB4704A 


THE PALESTINE DISCOUNT BANK LTD. | 


TEL-AVIV (Head Office) and JERUSALEM | 
Paid up Capital and Reserves ~- £.P. 1,036,000.— | 


Every description of Banking Business transacted. Correspondence is invited from Banks and 
ankers seeking an efficient connection in Palestine. 


AFFILIATION 
THE PALESTINE MERCANTILE BANK, LTD. 


HAIFA REHOVOTH 
The Bank transacts every description of trustee business j 


through the P.D.B. Executor & Trustee Co., Ltd. | 
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NEAR EAST 


development 
45 years’ experience of banking and business condi- 
tions and customs in every Near East market enables 
us to offer assistance to those wishing to develop 
trade in these prosperous areas. 


Enquiries and correspondence invited 


BANQUE ZILKHA, S.A.E. 


(Incorporated in Fg ypt 
CAIRO \LEXANDRIA, Egypt 
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PIRESE Morwzor0s 


To those private citizens who feel that 

in Australia and New Zealand lies the 

way toa fuller life... . 

To those industrialists who may con- 
template establishing a factory in 
these Dominions. . . . i 
The Bank of Australasia offers the ' 


benefit of a long experience and 


. : ' 
practical knowledge of local markets i 
and conditions: The Bank has been in : 
existence for over one hundred years ' 

' 
and has numerous branches through- j 


out Australia and New Zealand. En- 
quiries are welcomed by the Overseas 


Department at the address given below. 





THE BANK OF AUSTRALASIA (incorporated by Royal Charter 1835) 


Head Office: 4 Threadneedle Street. London, E.C.2. (Manager : G. C. Cowan) 





ma One office junior... ~ 
and the ILFORD REFLEX PRINTER... 


or ~~} —~ ~~ | three copy typists | 


A compact, easily operated photo-copying % No camera or dark-room. ; 

unit which produces bold black-and-white z smart yr vA eae 
facsimiles of documents or plans—printed, % Needs no skill to operate. F 
typed or manuscript. No loss of repro- 
duction quality when large numbers of 
copies are made. No damage to originals. 





For a demonstration in vour office or by appointment 
at the Ilford Gallery, 101 High Holborn, London, W.C.2 
write to Ilford Limited, Ilford, London. 


Price, complete and ready for use, £21 (No Pur. Tax) 
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REFLEX PRINTER 


ILFORD LIMITED + !LFORD - LONDON ~~ Sia pane! removed 


Tilustration 














“ 


4. 


hat 
the 


‘on- 


oe 


1 


the 
and 
sets 
nin 
pars 
igh- 

En- 
seas 


low. 


- 1835) 


' 


owan) 


4 


ists 


| Sides. 


A 


Iustration 
ws service 
| removed. 










—_____——— 





¢ xxv ) 


DUNFERMLINE 
BUILDING 
SOCIE T Y¥ 


Estp. 1869 


PRESIDENT: - THE Rt. Hon. Tue Eart or Extcin ann Kincarpine, K.T., C.M.G. 


The Society, which is one of the oldest and largest 

of Scottish Building Societies, offers attractive 

facilities to investors and_ house - purchasers. 
ENQUIRIES ARE INVITED 


Heap Orrice: East Port, DUNFERMLINE, FIFE 
Manacer: - - ROBERT STODDART, M.A., LLB., C.A. 


Lonpon Orrice : 5, Bioomsspury Street. New Oxrorp Srreet, W.C.1. 
Tet. : MUSEUM 8501/2 





IMMEDIATE ANNUITIES 


EXAMPLES 
Each £100 would provide :— 
MALE AGE FEMALE 
£8 8 11 p.a. 60 £7 5 6 p.a. 
£10 O 8 p.a. 65 £8 10 7 p.a. 
£12 6 4 p.a. 70 £10 7 10 p.a. 
£15 12 11 p.a. 75 £13 3 1 p.a. 


Yields for Half-yearly and Quarterly 
Payments are slightly less. 


——————— 


STANDARD LIFE 


ASSURANCE COMPANY 


HEAD OFFICE + 3 GEORGE STREET + EDINBURGH 
LONDON: 3 ABCHURCH YARD, CANNON STRESGT, E.C.4 
A.so BRANCHES IN THE PRINCIPAL TOWNS 
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Famous aks = Southampton Water 


(No. 6 of a series) 


The banks of Southampton 
Water guide a vast two- 
way flow of Britain’s sea- 
borne traffic. Momentous 
war services are now giving 
place to peace-time passen- 
ger and cargo needs. 


Similarly Martins Bank is 
now aiding the transitional 
and post-war financial re- 
quirements of commercial 
and industrial enterprise, i 
large and small, at home i 
and overseas. 





From a painting by Graham Smith 


MARTINS BANK 


LIMITED 
LIVERPOOL, LONDON AND BRANCHES 





| se EXCHANGE BANK 


OF INDIA & AFRICA LTD. 


(India’s own Exchange Bank) 


Head Office: FORT, BOMBAY 


{|| 





Capital Subscribed ... =e A Rs. 60,00,000 
Capital Paid-up inn an sas Rs. 30,17,815 
Working Funds ‘is ‘ea = Rs. 9,32,69,600 


Branches in India 
Ahmedabad (3), Amraoti, Amritsar, Akola, Bombay (4), Calcutta, Cochin, Delhi, 
Karachi, Khamgaon, Kolhapur, Madura, Madras, Nagpur, Poona City, Rajkot, 
Tinnevelly, Tuticorin, Wadhwan City, Wadhwan Camp. 
Foreign Branches 
Aden, Colombo (2), Jaffna, Dar-es-Salaam, 
Mombasa, Moshi, Kampala, Jinja, Nairobi. 
CURRENT AND SAVINGS ACCOUNTS OPENED. FIXED DEPOSITS 
RECEIVED AND 3 YEARS’ CASH CERTIFICATES ISSUED. 
We also make Foreign Remittances, Open Letters of Credit, Collect and Discount 
Foreign Bills, Buy or Sell, on behalf of Customers, Securities and Shares quoted 
on India, Ceylon and London Stock Exchanges, etc., etc. 


LONDON OFFICE: 163 MOORGATE, E.C.2 | 
OPENING VERY SHORTLY 


J. M. AKHANEY, Managing Director. 
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CANADA 
beckons 


British trade 


The Overseas Branch of 
National Provincial Bank, 
with its long experience and 
specialised knowledge, offers 
unique facilities for providing 
first-hand information relative to Canadian and 
= Markets, and all countries throughout the 
world. 





















A staff of experts is available to deal with every type of 
transaction, commercial or private, between this country and 
any part of the world. 


Consult the local Branch Manager of 


National Provincial Bank 


Limited 
Head Office : 15, BISHOPSGATE, LONDON, E.C.2. 


Principal Overseas Branch : 
1, PRINCES STREET, LONDON, E.C.2 
















THE 


UNITED COMMERCIAL BANK 


LIMITED 


Liability of Members is limited) 






(Incorporated in India. 







Head Office : 


2 ROYAL EXCHANGE PLACE, CALCUTTA 


me 
G. D. BIRLA, Esq., Chairman 












Rupees 
Capital (authorised! and subscribed) ...... 4,00,00,000 
PD GND ode he dire wnscaunctedees 2,00,00,000 
OSS re Te ae 17,50,000 






With over 60 Branches at the leading centres of Industry and Commerce, The United 
Commercial Bank is well equipped to serve Banks, Commercial Institutions and Individuals 
carrying on business in India or intending to open connections in that country 


B. T. THAKUR, General Manager. 
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MILNERS’ BANKERS’ DOORS 





The world-famous reli- 
ability of Milners’ Fankers” 


Doors and the security 
they give, can be attributed 


to a century's experience 


plus a constant determin- 


ation to improve and 






develop. 






Milners- 
the safest Safe investment/ 





MILNERS SAFE COMPANY LTD. 


Security Engineers and Contractors 
HEAD OFFICE: 58, HOLBORN VIADUCT, LONDON, E.C.I. 


Telephone: CENtral 0041/5. Telegrams: Holdfast, Cent, London. 


Factories: Phoenix Works, Speke, Liverpool Telephone: Hunts Cross 1281/6. 
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No longer is the equipment 


the weak link in the chain of 








mechanised accounting. What- 





ever the method — whatever the 











machine Roneotol Posting 





Equipment will co-operate. And its 
ease and speed in operation must be seen to be believed. When they are 
wanted, the cards fan out, giving a view of every account in the section. The 
cards are offered as rapidly as the most skilful operator can select them and 
they are returned with the same sureness and speed. Spring-loaded “ history ” 
cards, working in conjunction with specially designed Rocking Guides, provide 


the touch of genius that inspires the system. 


RONEOTOL MACHINE LEDGER POSTING EQUIPMENT 
call a WYO and 


as the pel properly 


RONEO LTD - 17 SOUTHAMPTON ROW - LONDON W.C.1 - TEL: HOL. 5821 - Works: Romford, Essex 


(Branches throughout the country) 
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ALLIANCE 


ASSURANCE CoO. LTD. 
HEAD OFFICE: BARTHOLOMEW LANE, LONDON, E.C.2z 


Established 1824 


INSURANCES OF ALL KINDS 
FIRE “ MARINE - BURGLARY and THEFT 
Accidents of all kinds - - - - Motor Vehicles 


LIFE (with and without profits) - - Estate Duty Policies 
Family Protection - . - Children’s Deferred Assurances 


and Educational Endowments - - - - - Annuities 


Special terms granted to Bank Officials in respect 
of Assurances on their own lives. 


The Company undertakes the duties of Executor and Trustee. 





THK 
DISTRICT 
BANK 
IN 
LONDON 





PRINCIPAL LONDON OFFICE : 


75, CORNHILL, E.C.3. DISTRICT BANK LIMITED 














THE BANKER 
IS PUBLISHED BY 
THE BANKER LIMITED 


Editorial and Advertisement Offices : 
66 CHEAPSIDE, LONDON, E.C.2 
Publishing Office : 

72 COLEMAN STREET, 
LONDON, E.C.2: 

Telephone : Monarch 8833 


Telegrams : Bankroy, Ave, London 
Cables ; Bankroy, London 


* 


THE SUBSCRIPTION RATES POST 
FREE TO ANY PART OF THE 
WORLD ARE :— 

TWELVE MONTHS.... £1 

SIX MONTHS 


THE EDITOR WILL BE GLAD 
TO RECEIVE MS. ARTICLES. 
THOUGH EVERY CARE WILL BE 
TAKEN, HE CANNOT HOLD 
HIMSELF 

ARTICLES SENT HIM 


RESPONSIBLE FOR 


THe BANKER is published on 
the First Day of the month 
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GUINNESS, MAHON & CO. 


MERCHANT BANKERS ; 
ESTABLISHED 1836 


53. CORNHILL, LONDON, E.C.3 


GUINNESS & MAHON 
17, COLLEGE GREEN, DUBLIN 
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REPRESENTATION CO. INCORPORATED 
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SIR CHARLES LIDBURY 


who retired from the chief general managership of the Westminster Bank at the 
end of June; Sir Charles remains, however, a director of the Bank, as well as of 
the Westminster Foreign Bank. 
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WHEREVER YOU GO— 
YOU SEE 
BURROUGHS MACHINS 





Messrs. Ransomes & Rapier Limited of Ipswich and 
London, makers of the well-known RAPIER 
Engineering Products, use Burroughs Adding, Book- 
keeping and Calculating Machines for fast and accurate 
accounting. The illustration shows some of the 
machines used for Costs and Stores Accounting, Payroll 
and P.A.Y.E. Records, Sales and Purchase Ledgers, etc. 





Practically every Burroughs machine you see 
in offices was purchased because it best met 
the needs of the user. . . provided the most 
advanced features—the fastest, easiest opera- 
tion—the most complete and usable facts 
and figures. For Burroughs has always been 
a ert to changing needs... and quick to meet 
them with new machines and features. 


BURROUGHS ADDING MACHINE LIMITED { | IN MACHINES 
NEW ADDRESS : IN COUNSEL 
Avon House - 356-366 Oxford Street, London, W.| IN SERVICE 


Telephone : Regent 706! - Branches in Principal Cities 


FIGURING, ACCOUNTING & STATISTICAL MACHINES 
NATIONWIDE MAINTENANCE SERVICE + BUSINESS MACHINE SUPPLIES 


PRE TH) em Cayman 
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A Banker’s Diary 


So much attention has been focused recently upon Britain’s external problem 
that questions of domestic finance, other than the Budget proposals as such, 
have been largely ignored. Most people are quite unaware that, 





Cheap in the matter of the cheaper money programme, Mr. Dalton 
Money— has made what is virtually a recantation.of the articles of 
Mr. Dalton faith which sustained him last year. He, no doubt, would 
Recants vigorously deny that he has done any such thing, and would 


declare that he believes as firmly as ever in cheap. money. But 
the critics of his 1945-46 policy believed in it, too. What they feared was not 
cheap money, but cheaper money—pursued at the cost of a large creation of 
money (mainly against floating debt) and an aggravation of inflationary 
pressures. The crux of last year’s controversy was the question whether it 
was wise to push interest rates down so far and so fast as to make the public 
shun securities and insist on holding its savings in cash, which the Government 
had perforce to create if its interest rate objectives were to be attained. It is 
on this issue that Mr. Dalton has recanted: he now agrees with the critics. 
The recantation was made just as the June issue of THE BANKER was passing 
through the press, but, although fully five weeks have passed, it still deserves 
to be put on record, as the principle which is likely to govern monetary 
policy for the next six months at least. 

In the debate on the Finance Bill, the Chancellor was at pains, to show 
that his prospective budget surplus is not fictitious. It is a real surplus, he 
argued, because it will reduce the national debt, especially the floating debt, 
the increase in which he last year regarded with such equanimity. 

‘ Some ~— he said, “‘ say that the floating debt is too large a 
proportion of the total debt. In my last Budget speech but one, I said 
that I was not unduly dismayed by the size of the floating debt because 
we were then carrving through the cheap money drive with the objective 
of arriving at a basis of 2} per cent. longterm. We have got that. . Later, 
we may advance towards other objectives, but at the moment we are 
consolidating the 2} per cent. longterm. 

“ If we are ina ‘position to consolidate 2} per cent. longterm and also 
gradually to reduce the floating debt through a Budget surplus, then, 
indeed, we are getting the best of both worlds, and we are very well 
content. Therefore, we have now reached a point where a reduction of 
the floating debt is a very desirable subsidiary process to what we have 
been carrying on in a reduction of longterm interest rates. I hope that, 
by the end of the financial year, we shall have seen both a firming-up of 
the 24 per cent. longterm rate and also a reduction of the floating debt.” 

Perhaps it was as well that this statement was made so late at night that it 
wholly escaped the daily Press. The undertone of the gilt-edged market has 
been distinctly soft for some weeks, and if this statement of policy had been 
fully publicized, the effects might have been striking. 

As it is, it has been pondered only by the big institutional investors and 
other knowledgeable observers, to whom it came as a confirmation rather than 
a revelation. To them, the only surprise is that the Chancellor should have 
put his cards so frankly on the table. Ever since the fuel crisis, they had been 
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fully aware that Mr. Dalton’s interest rate drive had reached the limit of what 
ven he would regard as reasonable. 


Her faces this year a difficult task. In the first place, it would require much 
more than “‘ consolidation ’’ to establish 24 per cent. at “ longterm ’’, for at 
the moment of writing the 2} per cent. 1975 one-way “ tion 

Shadow stock stands at some seven points below par. The only 24 per 

of Rail cent. stock which has been firmly consolidated on that basis 
‘Take Over”’ js the 24 per cent. Savings Bond which has a life of only pa 

vears—and which, at this time last +year, was regarded < 

needlessly cheap. In short, despite the huge credit creation of the past year 
x so, the Chancellor in the gilt-edged market is virtually back where he 
started. It is small wonder that he prefers not to administer the same medicine 
again. Secondly, since he has said plainly that he will not do so, the spe culators 
who sustained his efforts last year now know definitely that the re is “‘ nothing 
more to go for’’. If he tries to ‘“‘ advance to further objectives ” , he will have 
to do all the spade-work himself. Thirdly, next year’s “ take-over” of rail 
stocks is already casting long shadows across the gilt-edged market. The 
authorities, so far from being ready to repeat last year’s aggressive support 
for the gilt-edged market, obviously hope that in the next six months or so 
the “‘ departments ”’ will be able to reduce their holdings. 

For the immediate future, the important question is whether Mr. Dalton 
really wants to see a genuine reduction of the volume of money in the hands 
of the public, or whether he will be content with purely nominal ope rations 
on the floating debt. In the same debate, he took much pride in a “ record ’ 
reduction in the floating debt in the week in which the Treasury began its 
‘ clawing-back ”’ of unspent votes left over from the war. Such transactions, 
as THE BANKER has already explained, can have no real economic effect 
whatever and are devoid even of financial significance, though in certain 
circumstances they may involve a liquidation of dormant bank balances. 
In mid-April, the total floating debt stood at a peak of £6,941 millions. By 
mid-June it was down to £6,583 millions (compared with £6,224 millions 
twelve months earlier). But the whole of this appare ntly impressive reduction 
of £358 millions occurred in departmental ways and means and in “ tap” 
bills which (except for overseas central bank holdings) are held internally. 
If Mr. Dalton is content with purely nominal operations upon the debt, the 
gilt-edged market need not take his recantation too much to heart. But if he 
wants to achieve both a genuine reduction in the volume of money and to 
‘consolidate’ a genuine long-term issue at 2} per cent., he will be trying to 
achieve two quite opposite objectives. It seems certain that one of those 
objectives will have to be abandoned. 


HE final stage is now being reached in the bilateral negotiations between 
Great Britain and overseas countries to complete the arrangements that must 
be made before July 15 when currently earned sterling becomes 

Britain freely available for current transactions in any currency area 
and her in the world. The arrangements which are being made to 
Creditors ensure this free availability or convertibility of sterling present 
few difficulties. The goal is clearly set out and allows of no 

quibbling. It is merely a matter of revising the necessary technical arrange- 
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ments so as to make them fit into the pattern of monetary, payments or 
sterling area agreements that operate between Britain and each of the overseas 
countries or currency areas concerned. The general tendency is to bring more 
nations into the system of “ transferable accounts’. In this respect Argentina 
has recently been brought within the full scope of this particular sector by 
the abolition of some of the restrictions on transfers of a capital nature which 
had previously been placed upon her even though she was nominally included 
in the “transferable account’’ countries. In London, the distinction between 
“old” and ‘‘new”’ Argentine sterling accounts has disappeared. 

The main difficulty in negotiating the pre-July 15 arrangements has been 
to devise the terms on which accumulated balances are to be funded and later 
released. The negotiations with Egypt have revealed these difficulties in their 
clearest outlines, and at the time of writing there is still no indication of a 
satisfactory solution. The arrangements with South America have been 
virtually completed, though, apart from the long-standing agreement with 
Argentina, nothing has yet been divulged of their character. The Brazilian 
negotiations are reputed to have been satisfactorily concluded, and to have 
left for later consideration the whole question of the purchase of British assets 
in Brazil. The terms on which Brazil’s accumulated balances are to be funded 
will probably not be published until agreements have been made with other 
sterling creditors of Britain. The only other important creditor in South 
America is Uruguay, and at the moment of writing the discussions with repre- 
sentatives of that country are on the point of satisfactory conclusion. Negotia- 
tions with various European countries have made very satisfactory progress, 
and only those with Sweden and Switzerland have still to be undertaken. 
With none of these countries does the problem of large accumulated balances 
have to be considered, and the availability of their currently earned sterling 
is a comparatively simple problem to solve. 


AssuMING that the Egyptian negotiations proceed satisfactorily and that those 
with Iraq, which have just begun, justify the hopes of rapid agreement which 
emerged from the preliminary conversations in Baghdad earlier 

Problem _ this year, the only problem which will remain unsolved before 
of July 15 will be the greatest one of all—that of settlement with 

India India. It had been hoped that negotiations with Indian 
Gsovernment representatives would have begun by the end of 

June, but it is now unlikely that any such discussions can take place before 
well into August. The Indian delegation will be led by Mr. Ali Khan, the 
Finarce Minister, one of the Moslems in the present administration and one 
of the ministers most deeply concerned with both the political and economic 
aspects of the partition issue. This will absorb so much of his available time 
that he has had to ask for a postponement of the discussions on the sterling 
balances. These discussions, when they occur, may be further complicated 
by the manner in which the partition issue will by then have been decided. 
If there is to be financial and monetary autonomy for each of the parts into 
which India is to be divided, it may well be that the sterling assets of the 
Reserve Bank will themselves have been partitioned by the time negotiations 
with Britain begin ; in that case, Britain would be confronted not with a single 
set of negotiations, but with two, or even more. This would add greatly to 
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the complexity of an already difficult task, and it is impossible at this moment 
to discern whether the tactical advantage of such diffusion of the discussions 
would lie with the debtor or with the creditors. 

Whatever form these negotiations with India take, it is now evident that 
they will have to be anticipated in some respects by temporary arrangements 
that will have to come into operation on July 15. It is unlikely that the position 
can be left as at present, with India having complete freedom to deal as she 
wishes with her accumulated sterling balances, whether by making transfers 
within the sterling area or by converting sterling into hard currencies in respect 
of authorised imports from hard currency countries. If no agreement with 
India can be made between now and then, the position may have to be met 
by granting India a quota of available sterling out of her accumulated balances 
which, under the terms of the American financial agreement, would, of course, 
have to be available to meet expenditure in any part of the world. The com- 
pelling reason for such a temporary agreement is that the present current 
balance of payments of India shows a considerable deficit both with the sterling 
area and with the dollar countries. If, therefore, India had to depend on her 
current earnings to meet her current outgoings, she would be compelled 
drastically to curtail her purchases. The position is one in which the Inter- 
national Monetary Fund might come to the rescue by providing temporary 
dollar and sterling assistance to India. 


THE clearing banks’ statement for the May make-up may well mark a turning- 
point in the characteristic monetary trends of the past eight years. ‘“‘ Net” 
deposits fell by nearly {22 millions. Excluding the abnormal 
Falling period of the ‘“‘ Thanksgiving ”’ drive in 1945 (when investors 
Bank were rushing to secure the last of the Three per Cent. Savings 
Deposits Bonds), this is the first non-seasonal decline since 1939—the 
first decline, that is, which has occurred outside the “ revenue ”’ 
quarter of the year. The movement is the more welcome in that it has occurred 
despite unusually big demands for bank finance from the public. Bank 
advances achieved the biggest monthly expansion ever recorded, and there 
was also a moderate further increase in investment portfolios, which rose to a 
new high figure of almost {1,470 millions. As net Treasury borrowings on 
Treasury deposit receipts were virtually unchanged during the month, the 
reduction in deposits despite the growth of the main earning assets was made 
possible by a sharp reduction in money market assets—and in cash. This last 
movement, indeed, gives the real clue to the month’s experience. The reduc- 
tion in holdings of bills and call money was due rather to the recurrent credit 
stringencies than to any sustained net repayment of Treasury indebtedness, 
and the cash ratio, at 8.26 per cent., was the lowest yet shown. 

Since the cheap money drive was a major factor in last year’s unprece- 
dented rate of growth of bank deposits, it might be tempting to conclude that 
the decline in deposits now reflects the change—discussed in an earlier note 
this month—in Mr. Dalton’s attitude towards the gilt-edged market. But 
such a conclusion would be false. The really noteworthy feature of the recent 
trend of deposits is not that the expansion has been halted, but that there has 
not been a really substantial fall. After making full allowance for the fact 
that most of the apparent Budget surplus has been fictitious (probably some 


thr 
Sev 
so, 
red 


cre 
nat 
tat: 
the 
left 


“ 


rep 
rep 


abo 
tion 
defir 
expe 
had 

gate 
mon 
finar 


Win 
June 


throt 
be e3 
befor 
easiel 


_— 


"a 








ent 
ns 


nat 
nts 
ion 
she 
ers 
ect 
ith 
net 
ces 
Se, 
ym- 
ent 
ing 
her 
led 
ter- 
ary 


ng- 
ee 
mal 
‘Ors 
ngs 
the 
le” 
red 
ank 
lere 
Oa 

on 
the 
ade 
last 
luc- 
adit 
ess, 


ece- 
hat 
ote 
But 
ent 


fact 
»me 


ee 


ed 


aren 





4 BANKER’S DIARY 5 


————— 





three-quarters of the {210 millions “ ordinary ”’ surplus shown in the first 
seven weeks of the financial year ought to be so regarded), the Treasury, even 
so, might have been expected to have very large sums available for effective 
reduction of its borrowings from the domestic banking system, for in this 
period no less than £170 millions odd was drawn from the North American 
credits, and expenditure ‘‘ below-the-line ’’ was approximately covered by net 
national savings. As has so often been true in the recent past, proper interpre- 
tation of monetary trends is narrowly limited by absence of information about 
the Government’s extra-budgetary operations. In the circumstances, one is 
left to wonder what assets the Government has been buying and/or what 
‘‘ special” debt (such as tap bills held by overseas central banks) it has been 
repaying to absorb the resources which it ostensibly had available for the 
repayment of debt held by the banks. 


May, Change on 
1047 Month Year 
£m. £m. £m. 
Deposits... as i i 5571.0 —- 12.4 + 676.8 
Net Deposiis* es as 5386.7 - 21.9 + 637.6 
ey 
/0 
Cash “r da ss re 460.4 (8.26) - 15.9 - 48.3 
Money Market Assets ~ - 1088.7 (19.5) 54.6 + 317.7 
Call Money .. ae ae 430.0 (7.7) - 4.6 + 129.1 
Bills .. oa re aa 658.7 (17.8) — 50.0 + 188.6 
Treasury Deposit Receipts ia 1349.5 (24.2) + 4.0 —- 24.0 
Investments plus Advances og 2560.2 (46.0) + 44.9 + 390.5 
Investments .. aa ss 1469.7 (26.4) + 9.2 + 147.9 
Advances ea a or 1090.5 (19.6) + 35.7 + 242.6 


* After deducting items in course of collection. § Ratios of assets to published deposits. 


The record expansion of {35.7 millions in advances, to a level now well 
above the highest ever reached before the war, confirms the general expecta- 
tion that the curve is likely to steepen. But it might be unwise to draw too 
definite a conclusion from this latest movement. Well over one-third of the 
expansion occurred in the advances of the National Provincial Bank, which 
had accounted also for £13} millions of the £33 millions increase in the aggre- 
gate figure in April. So large an expansion by this bank in the course of two 
months obviously derives from special influences—possibly associated with the 
financing of tobacco stocks. 


WitH a further draft of 200 million dollars announced in the first week of 
June, the total withdrawals from the U.S. line of credit of $3,750 millions 
were brought up to $1,950 millions. Well over half the loan 


Drafts has, therefore, been used within eleven months.* Given the 
ay the recent acceleration in the rate of drawing, it is evident that, 
oan 


barring other developments such as a drastic curtailmeuvt of 
imports or a new infusion of dollars into the European economy 
through the Marshall or any other plan, the expectation that the credit will 
be exhausted early in 1948 still stands. The Cabinet is known to have had 
before it plans for considerable cuts in imports, but it appears to have been 
easier to draw up these schedules of proposed cuts than to get ministerial 





* A further $100 millions’ draft was announced just as this issue went to Press. 
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consent for them. They are now said to envisage an economy of £200 million; 
in hard currency expenditure, a figure which approximately corresponds t 
the encroachment of the fuel and industrial crisis upon the programme oj 
exports for 1947. It is significant, however, that one of the first reactions t, 
news of the Marshall speech was a hint from ministerial quarters that the 
decisions made with so much reluctance on the import cuts might be left i 
abeyance until it could be seen whether the Marshall plan will crystallize 
There is, therefore, still a tendency to gamble with time and to hope that ir 
the end Britain may be able to continue to live on external credit well beyon¢ 
the point at which the existing dollar loans are exhausted. 

The seriousness of the balance of payments situation emerges equally from 
the overseas trade figures. In May exports had recovered to {89.7 millions 
which almost equalled the January figure but represented only the sam: 
volume as the average 1938 exports. It is more and more unlikely that th 
original 1947 target of 140 per cent. of 1938 volume will be approached 
Imports, on the other hand, continue to beat all records. The figure for May 
£153.2 millions, was the highest in money value ever recorded, though if 
represented only three-quarters of the 1938 monthly volume of imports. 


ALTHOUGH, at the moment of writing, the debates on the Finance Bill have stil] 
to be concluded, it already seems plain that the two novelties in this year 
tax proposals—the taxes on distributed profits and on bonu 
The issues—will pass into law in substantially their original forn| 
Dividend Both are undoubtedly inspired by political rather than by 
and Bonus economic or fiscal motives. In principle, differential taxatior| 
Taxes of distributed and undistributed profits could conceivably b 
adapted as one of the measures of boom and slump contrd 
and Mr. Dalton on several occasions has seemed to be on the point of defendin; 
his proposals on these grounds. But in fact he never did more than claim tha 
“excessive ’’ dividend payments now would have inflationary effects. Thai 
proposition, so far as it goes, is arguable, provided it can be taken for granites 
that to retain profits in “the business would not have such effects ; and thai 
would be true only on the assumption that the whole supply of pre 
resources available for development of businesses is firmly controlled ani 
strictly allocated on definite priorities. But, except for this rather debatabi! 
contention, Mr. Dalton has not attempted to treat the tax as an employment. 
smoothing device. There has been no suggestion that the 7} per cent. surcharg 
on distributed profits (in legal form, the tax works the other way, in that th 
rate of 12} per cent. is abated to 5 per cent. for undistributed profits) is to k 
a variable which would be reduced and perhaps even become a rebate in time 
of under-employment. 

As for the bonus issues tax, this is either sheer politics or sheer stupidity 
and since the Treasury officials surely cannot be as ignorant as the Chancellor’ 
“explanations ” in the House would imply, it must be presumed to be th 
former. All informed and impartial observers are unanimous in their judg 
ment of this tax. The case against it was developed in a special article 1 
THE BANKER last month. It has since been made on similar lines, but 2 
much greater detail, in the House—virtually without making any impressia 
upon the legal shape of the tax, or upon the closed mind of the Chancellor. 
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The Dollar Gap 


HE dollar problem has become a case of galloping consumption. The 
T encoming of the crisis has been clear for all to see for many months past. 

But it is only in the last few weeks that it has intruded itself into the 
public consciousness of Europe and America. It is only recently that the need 
for desperate remedies to cure the shortage of dollars in the hands of countries 
outside the United States has been admitted by the administration of that 
country. It is only within the last few weeks that the threatened nations, and 
especially those of Western Europe, have begun to stir themselves into the 
co-operative effort of self-help that will have to be made if any assistance from 
the United States is to be expected, or indeed justified. 

The genesis of the crisis is readily apparent. It has its roots in the disturb- 
ance of industrial and financial power and of normal channels of trade caused 
by the war. In its impact upon economic structures and particularly upon 
the network of international trade and finance, the second world war was 
much more violent and disruptive than the first. A complete revolution 
took place in the normal distribution of overseas trade, partly through the 
agency of lend-lease and mutual aid, by means of which, however, a new 
though inevitably ephemeral equilibrium of international payments was 
established. Even if the belligerents had suffered no physical damage, the 
mere withdrawal of lend-lease and mutual aid would have been bound to 
create a large disequilibrium. 

To guillotine lend-lease with the rapidity with which the knife fell at the 
end of hostilities, and then to expect some sort of new balance to re-emerge 
in the world of international payments, was much too sanguine. Admittedly, 
the United States took some steps to tide over the period of transition. In the 
first place, what was in the long and capacious lend-lease pipeline continued 
to flow, though it flowed no longer under the old lend-lease agreements but 
against promises to pay contained in lend-lease termination credits. In 
addition, the United States Government increased substantially the capital 
resources of the Export-Import Bank and called upon that institution to make 
general reconstruction loans to foreign countries and thus enter a field of 
operation which lay outside its normal sphere. The object of the $3,750 
millions loan to Great Britain was not only to enable the borrower to surmount 
his transitional difficulties as quickly as possible, but also thus to re-establish 
the nucleus of a normal economy in Europe around which a stable economic 
system, both in Europe and throughout the widespread sterling area, would 
be rebuilt. The U.S. Government also continued its appropriations for relief 
to UNRRA. Finally, through its contributions to the International Monetary 
Fund and the International Bank for Reconstruction and Development, it 
provided a pool of resources, out of which the streams previously fed by lend- 
lease might to some extent be replenished. 

There was, therefore, no lack of foresight in anticipating the problems of 
the transition period. The fault with the preparations is that they were made 
on an altogether inadequate scale. Their inadequacy springs in part from the 
disappointing yield of some of the agencies entrusted with the task. In par- 
ticular, the International Bank has taken an unconscionable time in coming 














g THE BANKER 





to life and is feeling its way with exasperating caution and close regard for the | 


traditions of orthodox banking. The inadequacy of the preparations also 
reflects the prevailing optimism with which the problems of post-war recon- 
struction were envisaged towards the end of hostilities. Amid the horrors 
and devastation of war, the peace that lies ahead is inevitably viewed through 
rose-coloured spectacles. The extent of the devastation caused by the war 
has been consistently under-estimated in the United States. 


The severity of the physical and moral wounds inflicted on Europe is only | 
now becoming apparent. Recovery, it is seen, will take rather longer than/ 
had been anticipated, not only because of the damage and the exhaustion | 
caused by war, but because of political obstacles. Germany seems likely to 
remain a running sore in the body economic of Europe so long as the four} 
occupying powers persist in their present policies of disintegration. Russia| 


seems determined to play what, through Western eyes, appears as a consciously 
destructive réle in Europe. The financial strain has been accentuated, too, 


by the winter’s damage to Evropean agriculture. North America, however, | 
has had the two best successive grain crops of the century. It is a mercy the| 
grain is there, but its abundance in the dollar area and its shortage elsewhere, | 


apart from all other considerations, add appreciably to the dollar problem. 


That problem was most admirably stated by Mr. Dean Acheson in his swan} 


song as Under Secretary of State in a speech made last May at Cleveland. 
After describing the damage that had been sustained by the countries of 
Europe and Asia over which the battle had raged, he explained that “ the 
accumulation of these grim developments has produced a disparity between 
production in the United States and production in the rest of the world that 
is staggering in its proportions’’. He enumerated the steps taken by the 
United States to meet this disparity, but showed them to be far from sufficient. 
He put U.S. exports for 1947 at the record peace-time level of $16 billions, or 
four times the immediate pre-war figure. This, he said, would be about double 
what the United States would pay for commodities and services to the rest of 
the world. Of the gap of $8 billions, he estimated that more than $5 billions 
would be financed out of loans and by relief appropriations, leaving a moderate 
margin only to be covered by drawings on existing gold and dollar reserves. 

But what of next year and the year after that ? The credits from which 
most of the present gap is being covered are running out fast ; accumulated 
reserves are ebbing away. Looking to the future, Mr. Acheson pointed out 
that “the only sound way to end this deficit financing is by [the United 
States] accepting increased quantities of goods from abroad ’’ and from this 
he pointed the moral of the I.T.O. negotiations now proceeding in Geneva. 
But Mr. Acheson was quick to add that there was no chance of re-establishing 
a current balance of payments in the immediate future. ‘‘ The facts of 
international life mean that the United States is going to have to undertake 
further emergency financing of foreign purchases if foreign countries are to 
continue to buy in 1948 and 1949 the commodities which they need to sustain 
life and at the same time rebuild their economies ”’ 

Mr. Marshall’s now famous Harvard address did little more than repeat 
the main points of this earlier speech by Mr. Dean Acheson, giving it a little 
more precision on the crucial question of assistance and, of course, giving it 
the authority of the Secretary of State himself. Mr. Marshall reiterated the 
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essential point “‘ that Europe’s requirements for the next three or four years 
of foreign food and other essential products—principally from America—are 
so much greater than her present ability to pay that she must have additional 
help or face economic, social and political deterioration of a very grave 
character ’’. He concluded, therefore— 
‘“_. . it is logical that the United States should do whatever it is able 
to do to assist in the return of normal economic health in the world... . 
Our policy is directed not against any country or doctrine, but against 
hunger, poverty, desperation and chaos. Its purpose should be the revival 
of a working economy in the world so as to permit the emergence of political 
and social conditions in which free institutions can exist. Such assistance, 
I am convinced, must not be on a piecemeal basis as various crises develop. 
Any assistance that this Government may render in the future should 
provide a cure rather than a mere palliative. Any Government which is 
willing to assist in the task of recovery will find full co-operation, I am 
sure, on the part of the United States Government ”’. 
These are the crucial parts of the Marshall speech. The question now is whether 
the detailed planning, to say nothing of the appropriations of funds which are 
required before this somewhat hazy blueprint can be translated into effective 
help, can be achieved in the short time which remains before the crisis breaks 
upon the world. 

Of the urgency of the problem there can be no doubt. The balance of 
payments of the United States has, in fact, been running at a somewhat 
greater surplus than even the speech of Mr. Acheson indicated. The figures 
of the Department of Commerce which have now been calculated for the 
first quarter of this year show a current surplus of about one billion dollars 
a month, or twelve billions a year, as against Mr. Acheson’s estimate of eight 
billion dollars for the whole of 1947. It may be that the figures for the first 
quarter of this year were wholly abnormal. They were swollen by the very 
high level of farm product prices, from which there may be relief later this year. 
Moreover, some of the items of American expenditure are of somewhat seasonal 
character. This is particularly true of tourist expenditure which, when it 
gets into its full stride later in the year, may have an appreciable effect on the 
current account. These reservations, however, are minutial and do not detract 
from the seriousness of the situation. They may make a few months’ difference 
in timing the exhaustion of the world’s dollar resources, but no more. 

Some indication of the way in which various countries have been dipping 
into accumulated dollar reserves is given in the tabulation on page 10. 
The latest available figures are those for the end of 1946. It may be assumed 
that the depletion shown in the table has undergone considerable accelera- 
tion since the beginning of this year. Current lending activities of the United 
States cannot bring the position even in sight of improvement. The scope 
of recent foreign borrowing in that country has been extremely limited. The 
private loans to Norway and the Netherlands have barely succeeded. The 
International Bank has been extraordinarily hesitant in developing its loan 
operations. It is clear that the private market in the United States and the 
existing institutions as at present operated will not suffice to avert the dollar 
crisis now approaching at such speed. It is only large-scale and spectacular 
intervention by the United States Government, either directly or through some 
of the existing instrumentalities, which will achieve what has to be done. 
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SHORT TERM ASSETS IN THE UNITED STATES 
(In million dollars) 


Dec., 1944 Dec., 1945 Dec., 1946 
United Kingdom an ae a 866 708 459 
France .. ne gs os 401 310 240 
Netherlands .. ea ea af 210 282 225 
Belgium as or i a 124 185 160 
Norway aa ‘3 wa ic 221 216 124 
Portugal ans “a ae on 55 48 39 
Spain .. $s +e ee ss 43 32 16 
Sweden ws ee as és 152 210 172 
U.S.S.R. NS we ie ‘a 16 28 61 
Canada a oa “ oa 927 1,522 931 
Argentina os es e- as 94 77 112 
Brazil .. e< é% a - 14! 195 174 
Chile... oe e% a os 55 66 51 
Peru .. He os ae as 27 44 41 
China .. ar na He id 427 582 432 


The difficulties of putting a detailed plan into operation are too obvious | 
to need elaboration. In the first place, it should be assumed that the plan | 


will not be one of outright relief. There would be serious objections to such 
help except in very special cases. It is all too easy to learn how to live at 
somebody else’s charity, and the character of part of the response to the 
Marshall speech suggests an undue facility for falling into this attitude. As 
the New York Times has pointed out, there has been a rather pathetic note in 
the eagerness with which the vague indications and promises of help contained 
in Mr. Marshall’s speech have been clutched at. Least of all should we in 
Britain adopt this approach to American assistance. We have done too little 
with the respite that was granted to us by last year’s U.S. loan to deserve or 
expect a completely unconditional grant in aid to take the place of the line of 
credit which is now so fast coming to an end. 

There must, therefore, be some constructive and far-sighted scheme from the 
would-be recipients, which will prove to the United States that in giving 
assistance they are backing a going and promising concern. In the formulation 
of such a scheme the leadership inevitably devolves on Britain and France, 
and it is reassuring to note the rapidity with which the necessary preliminary 
contacts and exchanges of views have been arranged. What is needed is 
nothing less than an integration of the European economy, first to determine 
an order of priorities in the distribution of imported materials and equipment, 
and secondly to see that the reconstructed industries find their place in some 
logical pattern which will not be undermined and frustrated by excessive 
tarifis, quotas, and other impediments to international trade. A few moments’ 
thought and a little reflection on the experience of the immediate past—for 
example, on the differences that divide British and French views on the future 
of industrial Germany—will emphasize the difficulties that must be overcome 
before a plan of this kind can be evolved. The obstacles that have had to be 
surmounted in the comparatively minor task of forming a customs union 
between the Netherlands, Belgium and Luxembourg, are a measure of the 
problems that would have to be solved if this ‘‘ Customs Union” solution 
were to be attempted over the sphere of Europe as a whole. 

Perhaps the most compelling factor in the situation is the magnitude and 
imminence of the crisis. Where the alternative is so uninviting the countries 
may be willing to make an effort of co-operation which must be the first step in 
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deserving and getting American help. Since results must be achieved quickly, 
it would seem essential that use be made of existing mechanisms. In the 
first place the European countries now engaged in the tariff negotiations in 
Geneva should derive from recent developments an encouragement and stimulus 
to concede a little more, to impart some generosity to the half-hearted and 
grudging attitude which has all too often been theirs in the two months of 
negotiations that have passed up to now. In the second place, the Economic 
Commission for Europe might hasten the transition from its present highly 
embryonic state to one in which it could take effective part in preparing the 
new plans. 

All this, however, is only one part, and probably the smaller part, of the 
problem. The other is to devise the machinery by which America will provide 
the aid. Despite all reports to the contrary, it is usually harder to give than 
to receive. The reasons for American help which appear so compelling from 
this side of the Atlantic, and which indeed have been so eloquently expressed 
in the United States themselves, do not sound so compelling to the average 
American or to his representative in Congress. The 1948 elections already 
cast their shadows before them and will make any legislative action of the 
generous character that is needed difficult to achieve. The imminence of 
some form of economic recession in the United States should admittedly be a 
spur to action of the kind that is called for. In reality, however, it may easily 
prove inimical to such action. The most natural, automatic reflex action to 
economic depression is not the correct one—expansion and larger outlay ; on 
the contrary, it isa rebound towards retrenchment. The recent dispute between 
Congress and the Administration on the Tax Bill illustrates the strong forces 
of opposition which will have to be overcome before any adequately ambitious 
programme of aid can be enacted in the United States. The possibility of a 
revival of lend-lease, which is so often referred to in the discussion on the 
Marshall plan, would seem to be out of the question. The United States 
legislature will argue that if there are to be any “‘ hand-outs”’, there are 
far more deserving recipients for them inside than outside the United States. 
The help will have to be justified and given on commercial and political 
grounds. Some of the difficulties in the way of obtaining American help might 
be avoided if existing machinery were used. For example, the United States 
quotas in the International Monetary Fund and the International Bank might 
be increased and those two institutions might be instructed by their executive 
boards, on which American influence is dominant, to venture a little more 
bravely and courageously than they have done hitherto. 

These are the difficulties and this is the problem. It is a problem to which 
a solution has to be found if much of the good work that has been done since 
the end of the war to evolve a new system of international trade and finance 
is to be rescued. The magnitude of the difficulties match the issues at stake. 
What is at hand is the test of America’s recognition of her international 
economic responsibilities, and the test also of Europe’s title to the help which 
the United States may give. 
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Monetary Policy in the US. 
By Ernest H. Stern 


ONETARY policy in the U.S. no less than elsewhere is subject to 
changing fashions. The policy does not vary—as yet—as often as 
women’s dresses, but it is astonishing how often it has varied during 


the last 30 years. 
In the 1920’s American monetary policy, in respect of domestic economy, 


aimed at “ stability of values’’, that is, stability of exchange rates and of | 


commodity prices as the basis of economic progress generally. “‘ Stability of 
prices ’’ was not an end in itself, but was seen as a means towards achieving 
the best use of resources and social justice. It was adjusted to the political 
philosophy of the 1920’s—that it was the duty of the Government to provide 


a framework of security and contractual stability, and to prevent excesses, | 


whether of speculation or despondency, but the duty of individuals to put these 
conditions to the best use in competition with one another and on their own 
responsibility. Translated into monetary policy this meant general credit 
expansion when commodity prices tended to fall and contraction when they 
tended to rise, with concomitant declines and rises of interest rates. As 
Americans were then allowed to hold gold in coin or bullion as well as, or in 
preference to, bank deposits or paper currency, and as various foreign cur- 
rencies were also exchangeable into gold, monetary authorities could make 
full use of commercial banks for the implementation of their policies. In those 
conditions commercial banks had to go in fear of becoming illiquid and having 
to close their doors, or, at the other extreme, of becoming over-liquid and 
losing profits, and of falling behind in the race for expansion. 

The depression of the 1930's shattered these beliefs—this is not the place 


to explain why—both in the underlying philosophy and in the efficacy of the | 


commercial banks as the instruments of a monetary policy. A new political 


philosophy emerged in the United States, the philosophy commonly known | 


as the New Deal. To monetary policy was assigned the réle—not of keeping 
prices stable—but of raising them, in particular of raising prices of agricultural 
produce so as to stop the foreclosure on farms, of providing employment by 
large scale public works and also, in a more old-fashioned way, of enabling and 
encouraging the commercial banks to offer credit at cheap rates. The main 
methods employed were to raise the price of gold and thereby reduce the foreign 
exchange value of the dollar, to lavish public expenditure in order to substitute 
public spending for the private and business spending which would not suffi- 
ciently recover, to control commercial banks with a view to increasing their 
credit standing, to print money or create deposits through Federal Reserve 
purchases of Government securities so as to make the commercial banks very 
liquid and credit cheap, and—last but not least—to ban the possession of gold 
in coin or bullion. Coinciding as it did with a period in which economic condi- 
tions in most other countries were bad and political conditions in Europe were 
moving rapidly towards catastrophe, this last measure turned the U.S. virtually 
into a closed economy. However, the combination of all these measures 
created a dilemma for the authorities. The commercial banks had been 
provided with such an abundance of cash that, in consequence of their restored 
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credit standing and the fact that the economy was virtually closed, they were 
enabled at any time to flood the market with a vast extension of credit and to 
start off a frenzy of speculation. But the Government and the Federal Reserve 
System would not reverse their monetary policy while economic conditions 
were, in their view, far from healthy and unemployment was widespread. 
When the commodity and stock markets showed signs of speculative rises, the 
Federal Reserve System wanted to curb bank credits without curbing the 
Government’s power to issue loans and run a budget deficit. The solution 
adopted by the authorities was that of direct interference with the right of 
banks and stockbrokers to grant credits, instead of a general contraction. 
In 1936 the Federal Reserve Board began to lower the margins on which 
stockbrokers were allowed to lend money on securities and to raise the minimum 
reserve ratios of member banks. After the collapse of stock and commodity 
prices in the autumn of 1937 these measures were reversed. While the overall 
measures were only partly successful, the direct interference with bank policy 
by way of raising and lowering margins and reserve ratios proved a very 
effective means of curbing speculation—in the opinion of many, a too effective 
means. It was a new departure of great importance, as will be evident from 
the survey of present policy later in this article. 

Before another business cycle had time to run its course and show up certain 
fallacies, war preparation and eventually war itself intervened. A new political 
philosophy developed, demanding the employment of all resources and, so 
that employment should be as smooth as possible, making full use of the frame- 
work of free enterprise in a spirit of co-operation with the Government and 
without profiteering. The monetary policy was consequently directed towards 
making the finance of the vast Government expenditure easy and cheap, while 
price control and allocations of commodities and labour were employed to 
balance supply and demand without permitting prices and wages to rise in 
correspondence with the increase of money circulating and savings acquired. 
In other words, a large measure of credit inflation was employed, but its effect 
on prices and wages was suppressed as much as possible. The principal means 
to this end in the monetary field was the adoption of the “ fixed pattern of 
interest rates’’. The Federal Reserve System gave an assurance to the 
Treasury, and thereby indirectly to the commercial banks and to the market 
generally, that they would buy any Government securities offered, at interest 
rates ranging from § per cent. for one year Certificates to 2} per cent. for long- 
term stock. They also granted temporarily a preferential rate of 4 per cent. 
on credits to banks against Government securities maturing within not more 
than one year. By these means the commercial banks were encouraged to 
invest in Government securities and per contra to create additional deposits, 
which in the prevailing conditions were in no danger of being withdrawn 
unless for investment by the public in some other security and for return to 
the banking system. Under this assurance the commercial banks became the 
more liquid the more they bought Government securities, irrespective of the 
maturity of the issues ; and the more they invested in high yielding long-dated 
stock, the more they increased their profits. This they did with avidity ; 
expansion by way of buying Government stock became a highly profitable 
business without involving any practical risks for the banks. 

Besides this general encouragement to credit expansion, the monetary 
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authorities resorted also to a few measures of credit restriction directed against 
particular types of credits, i.e. a limited qualitative control. In 1941 a ban 
was imposed on the granting of instalment credits, first limited to a few lines 
of durable goods, but later extended to a wide list of semi-durable and durable 
goods and various forms of consumer credits. In 1945, when stock speculation 
was frowned upon, the margins for carrying stock by brokers, dealers and banks 
were raised successively, eventually reaching 100 per cent. in January, 1946— 
i.e., credit transactions for carrying stock were banned. 

However, the main method employed in the monetary field during the war 
was to encourage and enable the commercial banks to monetize the Govern- 
ment debt and thereby to create an abundance of money throughout the 
country. By the end of 1946 the amount of currency and adjusted demand 
deposits had risen to 44 times the 1938 level, while output of goods and services 
had less than doubled. The abundance of money facilitated the finance of 
Government expenditure and succeeded in keeping the interest rate low— 
indeed in lowering it ; but it did not keep prices stable. 

* 

The war is over and political philosophy in the U.S. is in transition once 
more. In the first post-war year, the Government attempted to suppress the 
inflationary forces created in the previous 10 years until such time as increasing 
supply of civilian goods could balance the demand. However, the public 
would not wait and forced on an unwilling Government the re-establishment 
of the buyer’s and seller’s free choice. In consequence, prices rose to a point 
at which large sections of the population were no longer able to exercise as large 

a demand as before and — became freely available to all the rest. By 
jaime the Budget, the Government and Congress have stopped the influx, 
from their particular tap, into the money pool, and by using small surpluses to 
redeem some of the outstanding debt, have even taken some water out of it, 
but otherwise have restricted themselves to exhortation. The main reaction 
of the people to this policy appears to be restraint of demand and increased 
output ; in other words, the acquiescence in the free play of prices to absorb 
such inflation as exists, but on the condition that the Budget be balanced and 
the money not inflated any further by Government expenditure. 

However, the tap of the commercial banks from which water has been also 
flowing into the money pool has remained open. From the end of the war, 
although the Budget has been balanced ever since—taking the average of the 
months and including the trust accounts—demand deposits of the commercial 
banks (excluding interbank and Government deposits) have risen by 10 per 
cent. A further rise took place in the early weeks of the current year which 
—apparently—is now reduced again. The banks have—or believe they have 
—in their vast investment in medium and long-dated Government stock a 
perfect liquidity reserve and so work on a very slender basis of free cash 
reserves (excess reserves), expanding commerci: il credits all the time. The 
Federal Reserve Authorities are fully aware that the commercial banks are 
creating credit on a considerable scale and would like to stop it. They realize 
that the new-found ability of the commercial banks to defy their wishes is 
the direct outcome of the “ fixed pattern of interest ” policy, i.e. of the implied 
assurance that they will buy any amount of Government stock—short or long- 
term—at the maximum rates. 
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As early as in their annual report of 1945 to Congress, the Federal Reserve 
Board gave a warning of the inflationary dangers which might arise if the 
commercial banks took full advantage of the “ fixed pattern ”’ interest rate 
policy ; the Board, through many distinguished spokesmen, has repeated its 
warnings again and again and has exhorted the banks to stop debt monetiza- 
tion. But why did the authorities do no more to restrain the banks—in 
particular, why did they not reverse their policy, which they knew to be the 
cause of the expansion ? The same annual report (page 4)—and many later 
addresses by the spokesmen of the System—give the answer. It said “‘ The 
Federal Reserve stands ready to purchase short-term Government securities 
in the open market in order to prevent short-term rates from rising above the 
level the Government is now paying. This assurance is necessary from the 
standpoint of the Government’s financing operations and was given because 
the Board does not favour a higher level of interest rates than the Government 
is now paying ’’. And as late as January last, the Director of Research and 
Statistics at the Federal Reserve Board, Mr. Woodlief Thomas, in an address 
delivered at the meeting of the American Economic Association at Atlantic 
City, defined the reason for the maintenance of that policy as follows : 





“A policy of permitting short-term rates to rise, however, would increase the 
cost to the Treasury of carrying its short-term debt and would complicate the 
Treasury’s refunding problem. It would also increase bank earnings, which are 
already more than adequate. It has been frequently stated that the System’s 
refusal to follow this course of action is based entirely upon these considerations, 
expressed in its commitment to the Treasury to maintain a low level of interest rates. 
It would be more correct to say that the System’s commitment is based upon its 
view that under present conditions a rise in short-term interest rates would not 
accomplish the desired result of preventing credit expansion and might have harmful 
effects ’’. 


If I properly interpret Mr. Thomas, the harmful effects were seen mainly in 
the unrest that might be created among the holders of Government securities 
and the consequent fluctuations of prices of such securities, presentation for 
redemption and difficulties in dealing with the great mass of unfunded stock 
—in short, the potential prizing loose of that vast debt of nearly $260 milliards. 
If the monetary authorities are not primarily concerned with the interest account 
of the Government, they are certainly haunted by the fear that the public 
debt might suddenly become unmarketable. 

As in 1936, the authorities are caught in a dilemma. They know it to 
be necessary to prevent a further credit expansion, particularly a further 
monetization of the public debt, even to demonetize it partly, but they want 
to do this without the usual consequence of making credit, or at least public 
credit, more expensive. So far they have tried to avoid the difficulty by asking 
Congress for more power directly to interfere with the credit policy of the 
commercial banks, i.e. for authority to impose one of three measures on them, 
which Mr. Thomas in his address described as follows: a Primary Reserve 
Plan, a Secondary Reserve Plan, and a Bond Limitation Plan. The first is 
“simply an increase in commercial bank reserve requirements’. This would 
compel the banks to sell Government stock to the Federal Reserve Banks, 
which it is the intention of the latter freely to purchase. It would therefore 
reduce the profitability of credit expansion, without putting the rather illiquid 
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banks under pressure of selling assets in the market or calling in business 
credits. The second ‘“‘ would establish a required secondary reserve of Treasury 
bills and certificates equal to a specified percentage of net demand deposits ’’. 
This would also reduce the profitability of holding Government stock and of 
other credits. The third ‘‘ would limit a commercial bank’s holdings of bonds 
to no more than an amount corresponding approximately to savings deposits 
and capital accounts plus some percentage of its net deposits. It would 
apply to all bonds’’. It would leave the banks free to grant business credits 
without much restriction. A similar limitation was attempted during the later 
years of the war, when bonds were issued that were not eligible for holdings of 
banks. There were, and are, however, enough eligible bonds outstanding to 
make the latter attempt ineffective. 

So far Congress has not granted these wide powers to the Federal Reserve 
System and is unlikely so to do. At present, political ideology is opposed te 
interference by Government agencies in business, consequently the authorities 
are still faced with their dilemma. However, in economic life matters do not 
stand still. Commodity prices have risen by 35 per cent. since the beginning 
of 1946 and inventories by 40 per cent., if not more. The commercial banks 
have paid some heed to the exhortations of spokesmen of the Federal Reserve 
Board, inasmuch as they have slowed down their investment in long-term 
Government stock. At the same time they have liberally extended their 
credit to business. In less than two years since V.J.-day, bank loans to industry, 
trade and real estate have doubled. At present credits to business are probably 
the highest on record, higher than in 1920 or 1929. 

The monetary authorities, though still waiting for Congress to grant them 
greater powers of direct interference, appear to be slowly moving towards the 
idea that a bit of deflation, a very little bit, might do good in the present 
situation, or rather a monetarily-induced deflation apart from the debt redemp- 
tion out of budget surplus which they have always recommended, but over 
which the Federal Reserve System has no influence. As late as October 25 
last, Mr. Eccles, Chairman of the Federal Reserve Board, declared, in his 
Boston address, that no change in the policy of the fixed pattern of interest is 
intended. However, a few weeks later, in his New Jersey address, on Decem- 
ber 6, Mr. Allan Sproul, the Governor of the Federal Reserve Bank of New 
York, hinted at the desirability of trying a “ modest approach to restoring 
credit control by breaking out of the strait-jacket of the pattern of rates ’”’, 
i.e. by the “ defrosting of the present frozen short-term rates on Government 
securities, without relaxing controls so far as to break the 2} per cent. rate on 
long-term Government securities ’’. And in March last, at a Senate Hearing 
on “ open market ”’ policy, Mr. Eccles himself announced that “ in the absence 
of legislation towards this end (viz. wider powers to the Federal Reserve 
System), it would be desirable to permit some rise in the short-term rates if 
necessary to prevent long-term rates from declining further as a result of debt 
monetization by banks ’’. At the same time the authorities have gone a small 
step, a very small step, in the direction of reducing the credit basis. They 
have used the budget surplus to redeem Treasury bills, which are mainly held 
by Federal Reserve banks, without taking up an equivalent amount of other 
Government stock from the commercial banks. Since the beginning of the 
year Government securities held by Federal Reserve banks have declined by 
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8 per cent. They are now slightly below the level at the same period of last 
year. However, this reduction is partly offset by the simultaneous influx of 
gold, so that the policy of the Federal Reserve System so far has achieved little 
more than to prevent the surplus on the balance of payments from enlarging 
the credit basis ; it has not yet effectively deflated it. As if to stress their point 
that a rise in short term rates should not burden the Government’s interest 
account, the Federal Reserve System on April 24 last “‘ decided to levy an 
interest charge on Federal Reserve notes issued by the Federal Reserve Banks 
for the purpose of paying into the Treasury approximately go per cent. of the 
net earnings, after statutory dividends, of the Reserve Banks”. This may 
well mean clearing the decks for action with short-term interest rates. 

To the student on this side of the Atlantic, it appears that the authorities 
have been trying a policy which is no longer in step with the prevailing political 
ideology, and consequently have lost to a large degree the control over money 
and the use of bank credit which the balanced budget and the illiquidity of 
the commercial banks would have enabled them to exercise. They have kept 
low the interest account of the Treasury, but as prices have run up—under a 
balanced budget they do not run away altogether—that gain has presumably 
been more than swallowed by the increased costs of Government expenditure 
on commodities, wages and salaries. What is much more serious than a small 
plus and minus in various items of the Budget, the monetary authorities have 
allowed conditions to develop which make for instability of prices and equity 
values and consequently for an accentuation of business fluctuations. When 
the inevitable reaction to the present price and inventory boom develops, they 
may not be able to contribute much to easing the position. They cannot do 
much to stimulate investment—unless it is investment abroad—and it may 
well be left to declining commodity prices to increase the effective demand so 
that it may provide an outlet for the large supply at full employment. 

In an address on April 11, the President of the Federal Reserve Bank of 
San Francisco, Mr. C. E. Earhart, referring to the size of the public debt and 
the funding required, protested that the “U.S. cannot afford the thrills 
of a widely fluctuating interest rate. Every Government bond is an asset of 
some individual or institution. The fluctuating capital values that would 
accompany rate fluctuations of any great magnitude would be intolerable ” 
It could be reasoned that commodities, land, houses, factories, business good- 
will are also assets of some individual or institution and that their fluctuations 
would involve much greater amounts. Odysseus did succeed in escaping both 
Scylla and Charybdis. The monetary authorities in the U.S. are still facing their 
monsters, but are trying to plot a course. There is no doubt that they clearly 
realize the forces at work and the dangers that may be gathering, but they 
have been unable, on the basis of the powers granted to them, to devise a 
policy that would control them. In a few years we will know whether in a free 
enterprise society, which the American people desire, stable interest rates on 
the one hand and stable prices of commodities and stable business trends on 
the other hand are not mutually exclusive, whether indeed the more one. 
wants of the one the less one will get of the other. 
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Monopoly Whitewash 
By Hermann Levy 


HE Assistant Attorney General of the United States, Mr. Wendell Berge, 
‘Th as just published a study—graphically entitled Cartels—a Challenge to 

a Free World—detailing the deplorable practices of international com- 
bines in the fields, among others, of medicine, synthetic hormones, vitamins, 
titanium and optical instruments. In Britain, by contrast, official publications 
have lately seemed concerned to allay public apprehension of monopoly. The 
public is asked to believe that monopolies in industry and trade must first be 
exhaustively studied before any “ critical ’’ judgment of their actions can be 
arrived at—an argument which serves to delay the introduction of safeguards 
or definite countermeasures. It is further reminded that cartels and trusts 
may, after all, act “in a spirit of reasonable moderation ’’—as the recent 
Working Party Report on Linoleum puts it. The public is not told what 
either “‘ reasonable ’’ or “‘ moderation ’’ should mean. 

The position was very different when, after the last war, the Ministry of 
Reconstruction made a gallant attempt to challenge monopolies ; its Report 
on Trusts in 1g1g presented a detailed and conclusive survey by the Com- 
mittee’s secretary, the late Professor John Hilton; and it also published a 
special ‘‘ addendum ”’, signed, among others, by Mr. Ernest Bevin, demanding 
even more drastic measures “to safeguard the public interest”’ than the 
main Report proposed. But, surprisingly enough, even the recommendations 
of the Report were ignored in the years between the wars. On the contrary, 
legal control, such as it was, became steadily less effective. Judicial inter- 
pretations more and more relaxed the doctrine of “ restraint of trade ”’ which 
in this country had been the only legal safeguard against restrictive trade 
practices. Today, combines or monopolist associations may, with impunity 
and without fear, fix minimum prices and trade margins ; may apply fines 
and boycotts (through black lists) to recalcitrant members ; deny supplies to 
non-members ; discriminate in prices or discounts as between members and 
non-members. All such procedures—provided only that no illegal means are 
employed—are regarded as being no more than a lawful “ furtherance of| 
business interests’. Indeed, the legal attitude in Britain has relinquished 
the common law assumption that concerted action of producers, when it 
leads to restriction, differs from similar action by a single person ; it is now 
laid down that freedom of action must be granted to combines just as much as 
to individuals. 

[t can be assumed that this attitude is not altogether unrelated to the | 
mild treatment which combines at present receive in official publications and| 
at the hands of official bodies. For example, the Second Interim Report of 
the Patents and Designs Acts Committee of 1946 declares emphatically that 
“it is easy to over-estimate the part played by patents in creating and mait- 
taining cartels, whether national or international’’. This seems to be to the 
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of the dangerous effects of such monopolies. But before the war, for instance, 
international restrictions by cartels, based upon fabricating patents, held up 
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the production of magnesium in this country ; since the outbreak of the war 
magnesium production in Britain has increased elevenfold. Mr. Berge gives 
in his book a number of instances of international patent cartelization in 
which British manufacturers or traders were involved. ‘‘ Patents’, he 
observes, “ have been used by industrial giants here and abroad to fasten the 
grip on international trade by setting up patent cartel agreements which slice 
world markets into exclusive trade areas’’. Is it really so “‘ easy ’’’ to over- 
estimate the danger ? 

One of the most fruitful fields of industrial combination in the national 
as well as in the international sphere has been the linoleum industry. Com- 
bination in linoleum is many decades old. Here the defenders of combines 
can hardly contend that the position is not clear enough to permit of critical 
review. The Continental Linoleum Union, which later reached an agreement 
with the British Linoleum Association, was formed as long ago as 1928. It 
was decided to ‘‘ adopt uniform prices and conditions of sale’’, as the recent 
report of the Working Party on Linoleum duly records. The firms of the 
Continental Linoleum Union (those of Germany, Holland, Switzerland, 
Sweden, France and Norway) were excluded from the British home and 
Empire markets, and the British firms from the German and Italian markets. 
In Britain, wholesale prices between 1925 and 1939 fell by 31 per cent. ; but 
those of linoleum dropped by only 17 per cent. The Report might have disclosed 
that the fixed prices were such as to allow some firms to obtain more than 
20 per cent. profit on some standard lines. In Sweden, the law of August 1, 
1946, relating to the ‘‘ Control of Measures Restricting Competition ”’ lays 
down conditions of procedure against cartel agreements which can now be 
applied to the linoleum pool, and the supervisory authority instituted for the 
enforcement of the law has already asked the leading concern to supply all 
information relating to its international cartel agreements. Since the beginning 
of 1945 agitation against linoleum prices in Sweden has resulted in four 
separate reductions. 

The British Working Party Report did not refer to this rather striking 
development, which seems to have been due in part to the drastic agitation of 
the Swedish co-operative movement. On the contrary, the Report avoids a 
detailed scrutiny of prices, costs and profits by saying—in spite of the 20 per 
cent. mentioned above—that “the profits over the whole range were not 
unreasonable ’’. What, indeed, is “‘ unreasonable’’ ? The Report on Trusts 
of 1919, by contrast, took the view’ that all monopoly prices were necessarily 
higher than the prices which would have ruled under free competition, and 
therefore contained an element of exaggeration. Have the prices of linoleum 
been reasonable from the consumer’s point of view, or only from that of manu- 
@acturers? The Report mentions a “ safeguard ’’—to ensure that efficient 
manufacturers are not obliged by the cartel arrangements to sell at unduly 
high prices. If a member claims that any price fixed is higher than his costs, 
plus 20 per cent., he must submit his figures of cost to the Association’s 
accountant ; he can then require a reduction of the Association’s minimum 
price to the equivalent of his costs plus 20 per cent. The fact that no manu- 
facturer should be obliged to sell at more than 20 per cent. above cost seems 
to be a new feature in cartel history. The Report seems to be quite content 
because the arrangements at least allow manufacturers with low costs to pass 
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on to the purchaser some of their economies and are not required to sell at 
higher prices than cost plus 20 per cent. profit. Difficile satiram non scribere. 

As to the international division of markets by the cartels, the Report 
asserts that the agreement gave British manufacturers ‘“ solid advantages ”’. 
They were now excluded from certain markets, but they became the mono- 
polists in the British Empire. What do Empire consumers say to that sort 
of market monopoly ? They have not been asked by the committee to give 
their opinion. Prices in Britain may indeed have been high—but in the 
Report’s lenient view they were more “ stable ’’ than otherwise they would 
have been, and the Committee quite happily reports that ‘‘ Trade Union 
members feel that the existence of the price agreement permitted a reasonable 
stability in wages which might have been impossible in its absence”. It 
seems that for those trade unions, and for the Committee, the consumer simply 
does not exist. 

‘‘ Reasonable ”’, “ fair ’’, “‘ moderate ’’—these are the ever-recurring assur- 
ances which, without any further detail, the public is given upon the price- 
policy of quasi-monopolies. See, for instance, the recent Report disclosing 
the monopolist position of certain producers of artificial limbs (Artificial Limbs, 
Ministry of Pensions, 1945), and even more recently that on ‘‘ Cement Costs ” 
(Ministry of Works, 1947). The latter Report is well aware that the structure 
of the industry is founded on a minimum price scheme and on a quota arrange- 
ment which first became effective in the year 1934. But it asserts that “ the 
profits earned by the industry in the past have not, by reference to the capital 
employed, been excessive ’’. But what, indeed, is “ excessive ’’ ? The Report 
elsewhere has to admit that ‘a scrutiny of the detailed figures’ (which it 
does not disclose) shows that there are “‘ large differences between the cost of 
production of one works and of another’’; it is also noted that although 
“the prices are stated as minimum prices, in practice they operate as fixed 
prices ’’. The Committee has, however, not drawn the simple conclusion that 
these minimum prices, being presumably designed to cover the cost of produc- 
tion of the works working at highest costs, must leave a differential profit to 
those with lower costs, because the minima prevent them from passing on 
their potential economies to buyers. But the Cement Report does not even 
consider the industry as subject to monopoly—on the naive criterion that 
there exist within the Cement Makers’ Federation nine independent financial 
interests: “the industry is therefore not a monopoly in the sense of being 
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under one single financial control’’. Economists in this country, in the U.S.A. 
and elsewhere have not drawn that distinction in judging industrial monopoly ; 
if they had, no cartel or trust with outsiders would be a monopolist or quasi- 
monopolist combine and no retail trade association, whatever might be its 
practice in fixing margins, or applying black lists and boycotting, would be a 
monopolist combine. In the light of such superfine distinctions the economics 
of monopoly would have to be entirely redrafted and the books hitherto 
written about it would become valueless. 

In one case, that of the investigation into the cotton textile machinery 
(Ministry of Supply, Interim Report of the Committee of Investigation into 
the Cotton Textile Machinery Industry, 1947), the committee, after discovering 
that the combine holding a “‘ monopolist position ”’ had in the past applied a 
system of price regulation by which “ prices charged have been percentages, 
more or less arbitrarily fixed upon certain standard figures previously arrived 
at’, caused a very full investigation of costs to be made. But again the reader 
of the Report is not told more than that the result has been such as to satisfy 
the Committee that the combine did not charge their customers ‘ excessive 
prices ’’ and that no “ undue ”’ profit was made. The notion that prices were 
probably higher than they would have been under free competition was again 
ignored. We do not happen to know what committees of that kind expect a 
price to be before it can be said to be “‘ excessive’’. It has never been explained 
—unless the readers of these post-war reports are expected to import into 
their reading the principles (of which they may be unaware) applied by the 
Government in the quite different context of wartime costing and price fixing. 
In any case, for these committees, small price differences apparently do not 
count ; when it is found that combines have not acted, as price corners some- 
times did, to raise prices from one week to another by as much as 50-100 per 
cent., committees of investigation nowadays apparently find, almost auto- 
natically, little reason for anxiety or for further safeguarding the interests of 
the public or of manufacturers in stages of production. 

Economists of reputation have always recognized that concentration in 
industry must not .be rashly identified with monopoly. Professor D. H. 
Macgregor once aptly observed that a “ higher organization ’”’ in an industry 
may look the same outside as a monopolist construction and Lord Nathan, 
writing on monopoly not long ago, coined the shrewd phrase that it matters 
less what monopoly is than what “a does’’. But such considerations do not 
import or justify the sort of whitewash of monopoly which seems to have become 
characteristic of official committees dealing with industrial and trade organiza- 
tions. As The Economist so properly observed in reviewing some features of 
a Working Party Report, “ the position of the consumer, so far as it is con- 
sidered, is rather that of a poor second cousin”’. And this poor second cousin, 
we may add, has not even a Poor Man’s lawyer to whom to apply for advice. 
The four men, of whom Mr. Bevin was one, who in 1919 supplemented the 
indictment of the Committee on Trusts showed a very different attitude 
towards the consumers’ interest. Fully recognizing the possible economies 
resulting from amalgamations, they said: “It is plain . . . that the change 
from competitive rivalry to combination calls for corresponding developments 
to secure to the community, both safeguards against the evils of monopoly, 
and at least a large share of the economic benefits of the better organization 
of industry which it promotes ”’. 











22 
ene 


smersanensosacn oo} 41 tee 


cement tt NERA RU RNA a 


A NEW SERVICE 


wantes 


77 lrnwolders by Hiv 





Barclays Bank have pleasure in announcing the provision of additional 
banking facilities for all travellers who make use of two of the largest 
airports in Great Britain. A Branch of the Bank has been established at 
LONDON AIRPORT (HEATHROW ), Open every day, including Saturdays and | 
Sundays, from 9 a.m. to 6 p.m. 

The British Linen Bank have opened a branch at 114, Main Street, 
Prestwick, serving PRESTWICK AIRPORT, open daily Monday to Friday, | 
from 9.30 a.m. to 12.30 p.m. and from 1.30 to 3 p.m., Saturdays from 
9 to II.30 a.m. 
Both branches offer a complete modern banking service to travellers | 
using these airports, as well as to all those with business connections | 
in the neighbourhood. 
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THE BARGLAYS GROUP | 


Barclays Bank Limited 
The British Linen Bank 
Barclays Bank ( Dominion, Colonial and Overseas) 
Barclays Bank ( Canada ) 
Barclays Trust Company of Canada 
Barclays Bank ( France) Limited 
Barclays Bank §.A.I. Rome 


Barclays Overseas Development Corporation Limited 
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Hungary’s Banks—before Nationalization 
By Francis Rona 


LTHOUGH the project for the nationalization of the banks in Hungary 
Aaa not result directly from the recent Cabinet crisis, the political drifts 

in that country which have aroused so much attention in the past few 
weeks evidently make an extension of State control the more probabie. It is 
significant that the demand for bank nationalization originated with the 
Communist Party. At the moment of writing, it is impossible to forecast 
precisely what the outcome of the current negotiations will be, though it 
seems to have been agreed already that the two large banks, the Credit Bank 
and the Commercial Bank, will definitely be taken over, and be placed under 
the control of official commissioners. Whether the scheme will extend to 
the other banks appears, however, to be still uncertain. While so much is in 
doubt, it would be premature to attempt to discuss the future implications 
of the changes that may be in prospect. But to appraise the plan, when 
eventually its details are known, it will be necessary to examine it against 
the background of Hungarian banking evolution in recent years. This article 
surveys the background, with particular reference to experience during and 
since the catastrophic inflation of the early post-war period. 

The economic chaos which resulted from the astronomic inflation can hardly 
be described briefly, and here must be indicated impressionistically. On 
August 1, 1946, when the new currency unit, the florin, was introduced, 
its rate of exchange was fixed at 0.4 quintillion pengoes (i.e., 4 followed by 
29 noughts). On the day before the currency reform the total note circulation 
amounted, at the nominal rate of exchange then current, to the equivalent of 
a mere U.S. $579,500, but in terms of pengoes it stood at 348 sextillions 
(i.e., 36 noughts after the figure of 348). During the rapid currency depreciation 
bookkeeping entries of banks and firms still served the purpose of recording 
business events, but neither the real significance of transactions nor business 
results could be ascertained through the monetary veil. 

After the defeat of the German Army and the quislings in Hungary, the 
country’s productive system lay in ruins and the newly-established Government 
was not able to raise sufficient revenues for current State expenditure and the 
restarting of economic life in general. Requisitions, rationing, price controls 
provided one possible choice ; unrestricted use of the printing press the other. 
Facing the alternative, inflation seemed to provoke the least resistance. 
In order to induce the peasants to supply the town population, the “ black 
market ’’ was tolerated. The hardship for fixed income classes was only slightly 
alleviated by foreign relief actions and a small credit from U.N.R.R.A. 

Until the closing months of 1945 the pace of depreciation was not extreme 
and many people regarded the rise in prices simply as a consequence of the 
scarcity of goods. The acceleration of the inflation was mainly due to an 
expansion of credits to industry for reparation deliveries and repeated wage 
increases, representing some compensation for the rising cost of living. In 
January, 1946, a new unit of account, the ‘“‘ tax pengoe ”’, was introduced to 
prevent losses in fiscal revenues due to the currency depreciation. The new 
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unit was based on the cost of living index, in relation to which it was kept stable 
until April 19, 1946, while its rate of exchange in depreciating pengoes had been 
revised daily by authorities. Tax pengoe accounts could be opened by banks 
for deposits and loans. 

The last barrier preventing an economic chaos was broken with the issue of 
“tax pengoe notes ’’ in the spring, and the monetary authorities lost every 
control over the purchasing power of money. The fantastic rocketing of prices, 


frequently by 100 per cent. or more within 24 hours, made a currency reform | 
inevitable, and the main problem was whether the given conditions would | 


permit the creation of a new currency with a stable value. Quick action was 
necessary and certain auspices were favourable. The harvest was not satis- 
factory, but it guaranteed the supply of a certain quantity of goods, as stocks 
were withheld in the last weeks to await the introduction of a stable currency. 
The American Treasury agreed to the return of gold and foreign currencies, 
worth $32 millions, taken by the Nazis from Hungary and held in the U‘S. 
zone in Germany. Russia granted some reliefs in the payment of reparations. 

The introduction of the new currency on August I, 1946, brought relief to all 
classes, as goods became available and the price system, at normal low figures, 
began to function again. The Hungarian Government adopted a policy of 
comprehensive regulation of production and distribution, without excluding, 
however, private enterprise from the State planning. The Hungarian National 
Bank, though still privately owned, came under the temporary supervision 
of the Ministry of Finance. 

As in other countries where central banking with note-issuing privilege and 
control of bank credit has developed, so in Hungary the National Bank is 
functioning as the “ regulator’ of the credit system. Owing to the currency 
depreciation, the real value of the note circulation and of bank deposits sank 
to insignificant figures on August I, 1946, when the new currency unit, the 
“ forint ”’, or florin, was introduced. Its rate was based on the New York price 


of fine gold (1 kg. fine gold = Fl.13,210; 1 oz. gold = $35; {1 =| 
F1.46.96/47.66). The National Bank of Hungary obtained complete control | 


over the total quantity of money, because liquid resources of the joint-stock | 


banks and savings banks, etc., were practically annihilated during the inflation, 
and the banks became entirely dependent on rediscounting facilities. 

The initial position of the Hungarian National Bank on August 1, 1946, 
was published in the opening “ florin balance sheet ’’ on October 15, according 
to which assets in bullion and foreign exchange amounted to F1.278 million, 
and discounts to Fl.300 millions. New “ forint ’’ notes amounting to Fl.140 
millions were put into circulation in the month of August in exchange for the 
depreciated currency and for gold and foreign currencies surrendered by the 
public ; and the circulation was kept within narrow limits for the following two 
months. A further F1.300 millions was lent to the State for purposes of recon- 
struction and financing of the budget deficit. The currency reform fixed a 
ceiling of Fl.1,000 millions for the note circulation, but this limit was rapidly 
approached in the last quarter of 1946. The expansion of credit proved 
necessary to finance crop movement, for advances in connection with reparation 
deliveries, and the restarting of foreign trade. By end-November, 1946, 
credits granted to the private sector of the country’s economy amounted to 
F1.456 millions, i.e., 49 per cent. of the note circulation. Thus at the year-end 
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new credit restrictions were imposed, and this year the ceiling for the note 
issue was raised to F1.1,300 millions ; the actual total reached F1.1,173 millions 
at the end of May. 

Interest rates have been kept at a high level. On the day of stabilization 
the National Bank had fixed the discount rate at 7 per cent., which level has 
been maintained since. Interest rates allowed or charged by commercial banks 
are subject to the approval of the National Credit Board. On loans and 
advances the maximum rate is 5 per cent. above the bank rate, i.e., 12 per cent. 

.a., if a bank intends to apply for rediscount with the National Bank; on 
other credits (mainly short-term) it is usual to charge a monthly commission of 
I per cent. per month in addition. For current account deposits (subject to 
drawing of cheques) I-14 per cent. p.a. is paid, whereas savings deposits at 
sight bear interest at 3 per cent. p.a., and those at 45 and go days’ notice 5 per 
cent. and 7 per cent. respectively. 

The exact position of the joint stock banks will be seen after the publication 
of the new “ florin balance sheets ’’ as at January I, 1947, which date has been 
fixed by a Government decree defining the guiding principles on which the 
accounts are to be drawn up. Assets and liabilities are to be calculated at their 
actual value, and at least 50 per cent. of the net assets is to represent the 
company’s share capital, the rest being available for published reserves ; 
hidden reserves may not be created by under-valuation. It is well known that 
most of the Hungarian banks have invested a part of their resources in securities 
and are holding shares of “‘ patronized ’’ companies, so that the substantial rise 
in share prices after the stabilization considerably improved their capital 
strength. In May last, however, share prices fell by 25 per cent. on the average. 

Since the inflation, the number of joint stock banks has been considerably 
reduced by amalgamations ; for example, the General Credit Bank absorbed 
the Central Savings Bank. The demand for nationalization of the central bank 
and of large joint stock banks was raised by the Communist Party just before 
the Cabinet crisis. The economic argument—leaving aside the results of the 
shift of political power—has been that in order to ensure the carrying out of 
the Three-Year Plan a complete control over the granting of bank credit 
appears necessary. “‘ The use of bank credits from their own resources” — 
stated a Hungarian weekly (‘‘ Kézgazdasag’’: Political Economy, June 1, 
1947)—‘‘ enabled some merchants to retain goods, thus causing a rise in prices’’. 
It seems that the rise in the cost of living index by 21 per cent. since September, 
1946, is attributed to the use of private credits. The nomination of State 
Commissioners to banks, as a measure to prepare for nationalization by 
August 1, when the Three-Year Plan officially starts, has been approved by the 
coalition parties (the Peasants’ Party, Social Democrats and Communists). 
But the Hungarian Supreme Economic Council has—up to the moment of 
going to press—been unable to reach final agreement on the plan as a whole. 

Credit policy is already governed by the Inter-ministerial Advisory Board 
and applications for large advances and long-term credits, especially for pur- 
chases abroad, have to be approved by the Board or by the Central Economic 
Council, a co-ordinating committee consisting of ministers and experts, with the 
Prime Minister as chairman. The bulk of the finance is granted to industry in 
the form of “ special purpose credits’ available only for certain prescribed 
purposes, such as financing of exports (poultry, wine, canned fruits, etc.), 
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factory equipment or reparation deliveries. State-owned enterprises have 


priority for advances, because it is assumed that their development and | 


prosperity will improve the State budget. Since November, 1946, the leading 


' 
' 


Budapest banks have been required to repurchase from time to time a certain | 
proportion of rediscounted bills from the National Bank. The total volume of | 


bank credits is determined by the Central Economic Council, which allocates 
certain portions to the various sectors of nationalized and private enterprises. 
Banks are instructed to submit for approval their loan and overdraft lists and 
to use a part of their own resources for credit requirements in the public interest. 
There has in the past been ro interference with the internal management of 
banks, but, even before the recent nationalization proposals were mooted, 
banking legislation was being prepared to confer far reaching supervisory 
powers upon the Central Corporation of Banking Companies. 

The nationalized sector of industry is at present confined to coal mines 
and major electric power plants. The coal mines were nationalized at the 
beginning of 1946 and united in one enterprise, the Hungarian State Coal Mines 
Co., Ltd. The Act providing for the nationalization of electric power has not 
yet come into force. Assets of the United Kingdom, the U.S.A. and the 
U.S.S.R., as well as of citizens of these countries, are exempted from nationaliza- 
tion measures. In the heavy industry, among other enterprises, three large 
companies—Manfred Weiss Steel and Metal Works, Rimamuranyer Iron Works 
and Ganz and Co. Electrical and Railway Works—were taken into State 
management for six years, i.e., for the duration of reparation deliveries. 
It was provided that eventual operational losses would be covered by the State, 
and 50 per cent. of any net profits, not exceeding 3 per cent. p.a. on the capital, 
would be paid to shareholders. 

Since the currency stabilization the Government’s foreign trade policy has 
moved from barter trade agreements, mainly with neighbouring countries, 
towards more liberal and expanding trade relations with Western Europe and 
America. The services of Hungarian banks were also utilized for this purpose. 
In recognition of the country’s commercial standing, the International Chamber 
of Commerce has readmitted Hungary as a member. In spite of the diversion 
of a considerable part of Hungary’s exports to the Soviet Union, there still 
remained a substantial quantity of exportable goods for ‘“‘ hard currency ” 
countries.* There is scope for an expansion of trade relations between Great 
Britain and Hungary as a result of an increased export capacity of Hungarian 
agriculture during this summer and the recent provision of credit facilities. 
Though further U.S. finance has been suspended pending “ clarification ”’ of 
the political situation, a syndicate of five London banking houses, headed 
by Rothschilds, has, with the approval of the Treasury, granted a credit of 
£500,000 to the Hungarian National Bank for the financing of purchases of 
industrial raw materials (wool, jute, rubber, etc.) in the sterling area. The 
credit is intended to be reimbursed out of the proceeds of the resultant increase 
in Hungarian exports, and a small part of the exchange will be set aside to 
redeem pre-war standstill debts. 


* The reparation payments in 1946 were fixed at $41.2 m. for Russia, Czechoslovakia and 
Yugoslavia. In the first quarter of 1947 Hungary’s imports amounted to Fl.244 millions and 
exports to Fl.188 m. Goods from the U.S.A., F1.77 m., were covered by credits. Imports from 
Russia were F1.26 m. and from Great Britain, Fl.g m. Exports: to Russia, Fl.33.5 m.; Great 
Britain, F1.33.2 m. 


an the | ao <= @® 


cr »» EO 


Zam oO 





Great 


——— 


axe aaa 











Currency for Emigrants 
By R. Kalivoda 


N the past year or so, the subject of emigration has attracted much attention, 
ext. to judge from the numerous enquiries that reach the banks, there is 

little understanding of the rules which govern the important question of 
emigrants’ remittances of funds from this country. Certainly, the burden 
which such remittances impose upon the balance of payments is not generally 
appreciated. 

During the war, official policy on this matter was mainly directed to the 
problem posed by the movement of refugees from the Continent. Quite early 
in the war, the Treasury, working through the Bank of England, as its adminis- 
trators of the Defence (Finance) Regulations, was confronted with a stream 
of applications from continental refugees who, after being some time in transit 
in the United Kingdom, secured immigration visas for and passages to certain 
American countries, and desired to take their capital with them. The authori- 
ties were obliged to acknowledge the need to provide facilities for the transfer 
of capital assets by emigrants of this class. The applications were handled 
partly on their individual merits and partly according to a general policy 
which was actually changed in detail in the course of the war. Generally 
speaking, at most times, the emigrating refugee was allowed to transfer his 
capital and income to his ultimate country of destination, provided that it 
could be shown that the funds had entered Britain from abroad and that 
reasonably satisfactory proof of beneficial ownership was forthcoming. 

Aiter the end of the war, however, the authorities realized that they were 
likely to be faced with a considerable number of applications from emigrating 
nationals of the United Kingdom, for transfers of assets to countries outside 
the sterling area—transfer within that area, of course, was exempt from 
control, under the general exchange regulations. The post-war emigrants, it 
was perceived, would fall into the following broad classes : 

(1) Those who had long intended to emigrate, but who had been unable 
to leave the United Kingdom during the war years—in other 
words, there had been an accumulation of ‘“‘ normal ’”’ emigration 
applications. 

(2) Special emigration stimulated by or arising from contact with members 
of the American and Canadian forces whilst they were in this 
country. This section may be sub-divided into: (a) those who 
had married or were about to marry such visitors to Britain—they 
are conveniently, though not very accurately, described as “ G.I. 
brides ’’ ; (6) those who had met relatives, leading to a strengthen- 
ing of family ties and a consequent desire for reunion—this applied 
particularly to contacts with the Canadian forces. 

(3) Demobilized men and women who had made contacts while serving 
overseas and who wished to take up business and residence abroad ; 
this influence has been particularly noticeable in emigration to 
Belgium, but has also been important in the movement to Canada 
and the Netherlands. ‘ 
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(4) Persons who seek to escape from Britain’s present austerity conditions ; 
their destinations are naturally different from those most common 
in the other categories, and are most commonly Switzerland and 
Argentina. This group necessarily mainly comprises elderly 
emigrants with means. 

As these four streams started to flow, the beginnings of a definite official 
policy in dealing with the applications became noticeable early in 1946. The 
policy was later crystallized in a notice available to the public, issued by the 
Bank of England on July 23 of that year, and entitled ‘“‘ Guide to Emigrants 
from the United Kingdom to Countries outside the Sterling Area ”’. 

According to this notice, the terms of which are primarily intended for 
United Kingdom nationals (although the notice does not expressly say so), 
up to £5,000 will normally be transferable to the emigrant in four annual 
instalments. Four years after arrival in his new country of residence, the | 
emigrant will, on application, be regarded as a resident of that country for 
the purposes of the Defence (Finance) Regulations. The effect of this “ non- 
resident ”’ status is that— 

(a) the emigrant’s assets in foreign currency will then be at his disposal, 
i.e. such assets will be free from registration in the United Kingdom | 
and will not be liable to surrender ; 

(6) the emigrant’s sterling capital (including bank accounts), in so far as | 
it has not already been remitted, will not be transferable abroad, | 
but the income therefrom will be. (During the four years, these | 
items will be treated as the funds of a “‘ resident ” for the purposes | 
of the Exchange Control.) 

In practice, this ‘‘ emigration ’’ treatment (as it is called) is also granted to | 
United Kingdom nationals who went abroad shortly before or during the war, | 
but in such cases the period of four years during which the emigrant remains | 
“resident ’’ runs from whatever date the Bank of England directs ; normally, | 
it is the date of issue of the Bank’s letter authorizing emigrant treatment. | 
During the four-year period, this permits four annual remittances of £1,250 | 
to the new country of residence—provided, of course, that the emigrant | 
family’s declared assets exceed £5,000. If the assets are between {2,000 and 
£5,000, four equal annual instalments are allowed; but where the total is 
less than £2,000, remittances of £500 per annum are permitted until the funds | 
are exhausted. However, if the emigrant has any foreign currency assets, | 
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such as securities payable in non-sterling area funds, the Bank of England 
may make allowance for these by deducting their sterling equivalent from the 
amount of sterling funds which would otherwise be available for transfer. In 
such cases, the sale of such securities or other foreign currency assets must 
be made outside the sterling area. The second annual instalment under this 
scheme may be anticipated by the emigrant in the first year, provided that the 
Bank of England approves his application ; the additional remittance must 
be required for the purpose of assisting the emigrant to establish himself in 
his new country, and the application must give details of the specific transac- 
tions involved. If such an additional transfer is made in the first year, the 
remainder of the amount of the emigrant’s assets, up to £5,000, is available 
for remittance in three equal instalments annually. 


A different treatment is accorded to people in the following groups : 


(1) Non-British nationals who remove to some country outside the sterling 
area to take up permanent residence. A large proportion of these 
are refugees from the Continent. 

(2) Canadian nationals who return to Canada. 


(3) British nationals who were permanently resident outside the sterling 
area before the outbreak of war and who return to their country of 
domicile. Most of these came to the United Kingdom either to 
assist the war effort or through force of circumstances. 

All such persons may apply to have their accounts re-designated as those of 
the country in which they are taking up or have permanent residence, the 
re-designation of their status as ‘“‘ non-resident ”’ to take effect either on their 
departure from the United Kingdom or on their arrival in their new country 
to take up permanent residence, as the Bank of England may direct. If the 
explanation of the source of their assets is satisfactory, the Bank of England 
usually approves applications of this type, so that the funds of such persons 
are available for almost immediate transfer—provided, of course, that the 
receiving country makes no difficulty about the purchase of sterling. On the 
other hand, any sterling securities which people in this group may possess 
may then be sold only under licence, which is normally granted only on condi- 
tion that the proceeds of the sale are reinvested in other sterling assets. 

The emigrant, refugee or repatriate is also permitted to take with him 
out of the United Kingdom a reasonable quantity of personal belongings and 
household effects, and there is no question of his being required to ensure an 
appropriate payment to the sterling area, such as is required in the case of a 
normal export. 





* 


The emigration of active persons from a country is a double loss to the 
community which they leave. Obviously, in addition to the loss of capital 
with which this article is mainly concerned, there is the loss of manpower and 
technical skill and professional knowledge. The transfer of emigrants’ capital 
is something which in normal times passed almost unnoticed in the United 
Kingdom, owing to the smallness of its proportion to other items and the fact 
that it was easily offset by receipts from invisible exports. Exchange control 
authorities in most European countries, however, have recognized such remit- 
tances as a significant leakage of foreign exchange and have often permitted 
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the emigrant from their territory to export only a fraction of his assets. It 
now seems possible that the scale of emigration from the United Kingdom 
and the terms of financial concessions granted in connection therewith, have 
reached a point at which the transfer of capital on the current basis described 
above might be regarded as being, if not too generous, at least more than the 
nation’s circumstances can at present afford. In principle the danger which 
arises from such losses can best be illustrated if the matter is conceived in its 
theoretically most extreme form: if all the population of a given area except 
one individual emigrated, then that one would have to assume the double 
function of providing for himself and producing sufficient exports to furnish 
the foreign exchange to meet the commitment arising from the transfer to 
another area of the liquid capital of all the rest of the population. This reduces 
the matter to an absurdity ; but the principle operates even when the burden 
is infinitely smaller. 

No official statistics on this subject of emigrants’ transfers have been made 
available to the public, so that the extent of the liability and the magnitude 
of the problem can only be conjectured. This can be conveniently divided 
into liability for those taking up residence outside the sterling area and for 
those remaining within. The latter largely increases our indebtedness to 
Australia, New Zealand and South Africa (to which territories funds are freely 
transferable), while the former is mostly concerned with the U.S.A. and Canada, 
to which countries, so far as can be estimated, at least some 14,000 families 
emigrated during the past twelve months. (The individuals of a family obtain 
no greater facilities than the family as a whole.) On an average, their total 
family assets were for the United Kingdom emigrants (7,700), approximately 
£3,000, and for the refugees, etc. (6,300), approximately £1,000, giving a total 
of {29.4 millions payable partly immediately and partly over four years. 
There is no particular reason to suppose that the rate of emigration to these 
countries will slow down in the next twelve months. It would thus appear 
that some {12 millions at least was transferred out of the nation’s precious 
dollar resources during the past twelve months, and this drain may well 


ee 


be repeated in the next period, when, in addition to the liability for new | 


emigrants, second annual instalments amounting to some £5.8 millions will 
be falling due for transfer. (Only rarely does an emigrant not wish to have 
the available amount transferred.) The figures for transfers from the United 
Kingdom to other parts of the sterling area must be of similar magnitude, and 
may be even greater. 

In the light of these estimates—which, more than probably, are 
under-estimates—it can be seen that emigration absorbs a portion of Britain's 


dollar expenditure-which, although not vast, is far from being inconsiderable ; | 


yet it yields no material or immediate return. To change the policy signifi- 
cantly might be regarded as imposing undue hardship upon many individuals 
and, from the wider standpoint, as detracting from the many efforts now 
being made to promote a more effective internationalism through freer move- 
ment of people, ideas and goods. But the cost of these emigration facilities 
should at least be fully appreciated and carefully weighed in the balance 
against competing claims. 
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The Stock Exchange and the Public 
By Oscar R. Hobson 


N 1873, in an oft-quoted passage in “‘ Lombard Street ’’, Walter Bagehot 
[complained that many directors of the Bank of England “ scarcely acknow- 

ledged ’’ and some “ altogether denied ”’ that the Bank had a public duty 
to perform in maintaining the central banking reserve of the country and were, 
in fact, ‘‘ trustees for the public’. It is many years since Bagehot’s concern 
was finally allayed and the Bank of England ceased in all but name to be a 
private institution, in the sense that it set private profit above its public duty : 
and the change has, of course, now been finalized by the nationalization of 
the Bank. 

With the Stock Exchange the corresponding transition has taken much 
longer. Indeed it is still not complete, though to say as much is certainly 
not to prejudge the issue of whether the Stock Exchange will or will not at 
some time in the future come under national ownership or even pass from its 
present loose association as an “ unincorporated body of persons operating 
under a Trust Deed ”’ to the more formal status of incorporation by Charter. 

Perhaps one would not be far wrong in fixing 1933, just before the accession 
of Sir Robert Pearson to the Chairmanship, as the year, corresponding to 
1873, when average Stock Exchange opinion on the issue of private interest 
versus public duty was in about the same fluid state as that which Bagehot 
sixty years earlier attributed to the Bank of England directorate. 

However that may be, there can be no question but that both Stock 
Exchange opinion and practice have in the past fifteen years progressed very 
far towards complete acceptance of the public service motive. When the 
financial reorganization scheme, recently approved by 80 per cent. of members, 
is implemented, a further big step towards elimination of the “ private interest ”’ 
motive will have been taken, for the scheme provides for the suppression of 
the present dividend-earning share capital and its replacement by fixed 
“annuities ’’, which are to be redeemed out of surplus annual revenue. This 
will, in effect, convert the Stock Exchange into a non-profit-earning institution. 

That the Stock Exchange has in recent years—and by no means excluding 
the war years—made immense strides towards putting its previously not 
entirely sanitary house in order is, as I have said, beyond question. It has 
imposed a more stringent disciplinary code on its members. It has tightened 
up its regulations for the granting of permission to deal in new issues of stock 
and shares. It has regularized its relations with the country Stock Exchanges. 
It has tackled the abuse of the irresponsible agent or remisier. It has ended 
its own anomalous and obstructive “ dual control’ system under which one 
governing body was responsible for the administration of the Stock Exchange 
building and of its commercial activities generally, while a completely different 
body regulated the conduct of the members in their professional relations. 

No other association of similar character has anything like that record of 
achievement to its credit. 

But I would not say that it is a record which is appreciated at its full 
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worth by the general body of the public. The age-old suspicion and prejudice 


against stock-broking and stock-jobbing as a profession still persist. The | 


impression that the Stock Exchange is a den of gamblers and a casino is by 
no means dead. Only the other day I heard a leading Trade Union official 
speak on the wireless of the “‘ scandal of bonus shares” in a way which made 
it evident that he thought that the Stock Exchange had done little else between 
the wars than deal out free bonus shares among its members and their friends. 

The question, therefore, presents itself: Is virtue enough? Ought not 
something to be done to convince the public of the added merit of the Stock 
Exchange, of its progress from private to public institution, of the fact that 


it is now really out to serve the public ? That sort of question has been asked | 


often enough in recent years and tentative suggestions have been made for 
improving the “ public relations ”’ and the “ press relations ”’ of the “‘ House ”’. 
Well, the Council of the Stock Exchange has decided to do something 


about all this. It has made a move towards meeting these suggestions, a small | 


move it is true, but one which promises to be the forerunner of others. It has 
entered the delicate field of propaganda. It has published a book, a book to 
tell the public something of the history of the Stock Exchange and how it 
works and what its aspirations are. It is an 80-page book entitled The Stock 
Exchange, with the explanatory label on the cover (though not on the title 
page) “its history and how it works: its place in the modern world’”’. It 
costs five shillings and is published by George Allen and Unwin “ for the 
Council of the Stock Exchange, London ’”’. It is written, as this sort of thing 
should be, by a professional journalist, in the person of Mr. W. T. C. King, the 
author of the standard History of the London Discount Market, whose qualities 
of scholarship, and analytic power combined with uncompromising intellectual 
integrity and meticulous accuracy, should be known to none better than the 
readers of this journal. 

Of the excellence of the book’s production both as regards writing and 
illustrations there can be no question. And if it is a little self-conscious, even 
spinsterish in parts (“‘ The Stock Exchange has not courted publicity and does 
not do so now ’’), is not that to be expected from a first effort at autobiography 
—from an apologia pro vita sua—by the younger, but not so much younger, 
sister of the Old Lady of Threadneedle Street across the road? Indeed by 
the time we get to the last page the Old Lady of Throgmorton Street is already 
a good deal more oncoming. “ Let no one ’’, she says through her mouthpiece, 
Mr. King, “‘ suppose that the Stock Exchange authorities are . . . approachable 
only through a broker. Every year hundreds of investors seek the aid of the 
Council of the Stock Exchange. Anyone who has grievances or queries is at 
liberty to write either to the General Secretary or to the Secretary of the 
Share and Loan Department. These officials are ever ready to give help and 
advice...’ And ina final sentence we are told that the authorities well know 
that the small man may need more advice and help than the big, and somewhat 
different facilities, and that ‘‘ they are shaping their policy accordingly ”. 
So we may expect—and hope—that Mr. King’s little volume represents not 
an isolated effort but the beginning of a sustained campaign on the part of the 
Stock Exchange to establish more intimate relations with the mass of investors 
up and down the country who directly or indirectly need its services. 

Mr. King describes with admirable clearness how the broker deals on behalf 
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of his client, the costs of dealing, how stocks and shares are transferred, and 
what “ bulls” and “ bears ’’ are. Perhaps the chapter which will be of greatest 
interest to readers of THE BANKER will be that in which he advances a reasoned 
defence against the charges, so frequently and so irresponsibly bandied about, 
that the Stock Exchange is little better than a gambling hell organized for the 
benefit of racketeers and punters and speculators. So far from that being the 
case, says Mr. King, the London Stock Exchange is run on lines which make 
it relatively unattractive to the gambler. The gambler likes a “ narrow” 
market in which business takes place only spasmodically and in which, there- 
fore, news, whether good or bad, is liable to produce disproportionate move- 
ments in prices : he likes a widely fluctuating market, in which big profits can 
be made. The London Stock Exchange gives him a free and steady market 
resistant to violent price changes and it gives him a “ wide’”’ market which 
is not easily manipulated for private ends. 

Mr. King goes so far as to affirm that the Stock Exchange is one of the 
few examples of what the economists call a “ perfect ’’ market—a market 
which is continuous and active, a market in which the “ higgling ’’ of many 
buyers and sellers determines prices with precision and certainty from minute 
to minute. 

The claim may not be fully justified, so far as a considerable proportion 
of the securities dealt in is concerned. And it might have been wise, in view 
of the present fashion of taking stock market prices as the basis of compensation 
for nationalization purposes, to make it clear that the Stock Exchange price 
of a share does not necessarily give a true measure of the value which would 
be established were fuller knowledge available. There, to my mind, lies the 
true case against reliance on market prices where compulsory purchase of the 
whole capital of a company or group of companies is in question. In such a 
case fair compensation can only be arrived at after the fullest possible investi- 
gation into the assets and profit-earning capacity of the concerns which the 
Government is proposing to acquire. Where, on the other hand, it is merely 
a case of ‘‘A”’ desiring to sell and ‘‘ B”’ to buy a shareholding representing a 
small fraction of issued capital of a company, such an investigation is impracti- 
cable and the deal is properly concluded at the price established by the higgling 
of the market on the basis of the fullest available, but not the fullest possible, 
information. 

Mr. King, however, is certainly right in saying that it is now the aim of the 
Stock Exchange Council—though it was not always—to make the Stock 
Exchange as nearly perfect a market in the social and ethical as well as the 
economic sense as they can. They would not claim that they have yet done 
so; but it could not, of course, be expected that in a publication of this kind 
they would indicate what further steps along the road to perfection they 
have in mind. A number of possible lines of advance present themselves and 
have been discussed from time to time. Outside the range of the technical 
regulations designed to eliminate abuses and give the investor an even squarer 
deal, it has always seemed to me that the introduction of a system of profes- 
sional qualification for membership, i.e. a specified course of training with 
examination tests, is the most needed. The Stock Exchange alone of all the 
leading professions exacts no standard of competence from those aspiring to 
practise it. Surely that is a deficiency which needs to be remedied. As for 
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the proposal, which has recently received much greater attention, that the 
Stock Exchange should seek a Charter, I have never felt any enthusiasm for 
it. The London and provincial exchanges have, of course, a virtual monopoly 
of dealing in stocks and shares. I have no desire to see a virtual monopoly, 
dependent for its maintenance on continued service, converted into a formal 
monopoly, and I am sure that the “‘ House’ might easily give an inferior standard 
of service if it ceased to be the informal “ body of persons operating under a 
Trust Deed ”’ that it now is. 


Publications 


Modern Banking (Second Edition), by R. S. Sayers (Oxford University Press, pp. 308, price 
15/-). The revised edition of Mr. Sayers’ valuable textbook is the more welcome for its opportune 
appearance on the eve of his appointment as Professor of Economics with special reference to 
Banking at the London School of Economics. The book is primarily addressed to the University 
student, and is therefore devoted to principles rather than practice; but practical banking 
students too often overlook it. The new edition includes brief sections on the nationalization 
of the Bank of Englandand on Bretton Woods, but war-time banking developments are included 
only if they are regarded as having ‘‘ come to stay ’’’—and Mr. Sayers’ judgment of what is 
ephemeral is more optimistically comprehensive than that of most bankers. Some reference 
to recent developments of practice are inaccurate. 

Indian Banking Analysed, by J.P. Jain (Dhara Publications, Delhi, for the ‘‘Banking Experts” 
(Institute of Banking Statistics and Research), price Rs. 13). The first book of its kind explaining 
the analytical as well as the statistical aspects of Indian banking in detail. 

Politics and Economics in the deciding Years (1936-1946), Politik und Wirtschaft in den 
Entscheidungsjahren. (A. Francke Ag., Verlag, Bern). pp. 280. A handsomely produced 
collection of excerpts from the weekly reports of Julius Bar & Company, bankers of Zurich, to 
commemorate the fiftieth anniversary of the firm. The book is in German, but with an inter. 
leaved English translation of the preface. 

Security Markets, The Regulation of the, by Willard E. Atkins, George W. Edwards and Harold 
G. Moulton (Brookings Institution, price $2.00). A survey of the growth of the American capita 
market and investment banking since the turn of the century, and a more detailed study of the 
effects of Government regulations in these fields since 1933. 


Publications Received 

Britain and World Trade. A Report by P.E.P. (Political and Economic Planning). pp. 199, 
price 13/-. 

British Economic History, Aspects of, 1918-1925, by A. C. Pigon (Macmillan & Co., Ltd 
pp. 251, price 15/-). 

Business Finance and Banking, by Neil H. Jacoby and Raymond J. Saulnier (National Burea 
of Economic Research, pp. 241, price $3.50). i 

Electric and Gas Utilities, 1899-1942, Output and Productivity in, by Jacob Martin Gouli | 
(National Bureau of Economic Research, Inc., pp. 195, price $3.00). 

Income Tax Under Schedule E (Second Edition), by James S. Heaton (Jordan & Sons, Ltd. | 
pp. 229, price 15/-). | 

Paget's Law of Banking (5th Edition, 1947), by Maurice Megrah (Butterworth & Co. (Pub | 
lishers), Ltd., pp. 440 + 50, price 25/-). 

Public Finance, by Ursula K. Hicks (James Nisbet & Co., Ltd., pp. 392, price 10/6). 

Return to Banking (Clydesdale Bank Ltd.). A collection of essays on banking practice by mem- 
bers of the staff of the bank, assembled in book form and distributed to members on return from 
the Forces. 

Some Legal Aspects of Charities, with particular reference to the Income Tax Acts. Issued 
by the Technical Research Committee of the Association of Certified and Corporate Accountant 


(Fiscal Press, Ltd., pp. 116, price 7/6). 

The Structure of Transcontinental Railroad Rates, by Stuart Daggett and John P. Carte 
(University of California Press (U.S.A.) and Cambridge University Press (Gt. Britain and Ireland), 
pp. 165, price 22/6). 

The Theory of Social and Economic Organization, by Max Weber (William Hodge & Co., Ltd, 
PP. 404, price 30/-). 
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International Banking Review * 


Argentina 
HE Argentine Government has issued a new decree creating a banking 
institution to exercise regulatory functions over the security market. 
This is stated to be for the purpose of “‘ providing the country with a 
stable financial market and facilitating the investment of capital in activities 
whose promotion and development constitute one of the basic aims of the 
Government’s plan”. The official announcement states that the new body will 
“ by the adequate use ”’ of its powers be able to correct false fluctuations which 
affect the stability of investment securities. The bank will have a capital of 
100 million pesos, of which half will be contributed by official banks and half 
by private banks, with the proviso that joint stock banks not originally con- 
stituted in Argentina and not having the principal part of their capital and 
operations in the country will not be eligible to participate. Hitherto the 
central bank has supported Government bonds, etc., on behalf of the Govern- 
ment. It is presumed that the authorities will now be prepared to operate in 
the whole range of securities. 
New exchange control restrictions suspend the importation of motor 
lorries, omnibuses and private cars not covered by licences already issued. 
Certain other imports are also suspended until further notice. 


Borneo 


The Government of the Colony of North Borneo and the Colonial Office 
have had under consideration the future of the State Bank of North Borneo 
in consequence of the transfer to the Crown of the Borneo Sovereign Rights 
and Assets under the agreement signed with the British North Borneo Co. 
last year. 

It has been decided that the bank shall not continue as a State undertaking 
and that its affairs shall be wound up as quickly as possible. The Chartered 
Bank of India, Australia and China has promised to assist the Government of 
North Borneo by reconstituting the State Bank’s records as far as possible 
and by preparing for the North Borneo Government a comprehensive report 
on the bank’s affairs. 


Brazil 


New exchange restrictions have been imposed extending the licence system 
from luxury articles to all imported products and establishing a priority list 
for the supply of foreign exchange to importers. The decree fav ours purchases 
of essential goods and banishes ‘from the priority list articles capable of com- 
peting with national products. Official circles attribute these measures to the 
need to protect the dwindling gold and foreign exchange reserve ; the trade 
balance with the United States has been adverse since the end of last year. 
But the new restrictions are criticized on the grounds that they will tend to 
perpetuate the present price inflation and permit the continuance of small 
marginal industries which would otherwise collapse. 

Official talks in London have resulted in Brazil obtaining the right to use 
sterling accruing from current transactions for payments in other currency 
areas, 





a“ m aM “ . ° . , : ” 
Other current international banking news is discussed in ‘‘A Banker’s Diary,” on pages 1-6. 
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France 


The railway strike and general social unrest have led to a further serioy 
deterioration in the financial situation and the Ramadier Government ha; 
introduced a financial programme to restore the situation. The new austerity 
plans, which were adopted by the National Assembly only by a very narrow] 
margin after protracted discussions, provide for steep advances in public 
service rates and swingeing increases in taxation. It has been pointed ou} 


A 
’ 


that whenever railway fares, postal rates and charges for other essential 
services have been increased in the past, demands from the wage-earning} 
community for higher salaries and wages have invariably followed. But the| 
possibility that the Government’s measures will provide a new twist to the 
inflationary spiral has not dissuaded the Government from following a policy 
which has been manifestly unsuccessful in the past. 

The new programme is designed to cover a Treasury deficit estimated at 
Frs. 126 milliards. The original plans provided for cuts in expenditure of 
Frs. 16 milliards, for economies of Frs. 46 milliards through the suppression 
of subsidies on bread, railway rates, etc., and for the raising of Frs. 46 milliard 
by new taxation. Other and more far-reaching cuts in expenditure were to 
be effected within three months by special committees. The State was to 
proceed with the liquidation of securities handed in by way of payment fo 
capital tax by French joint stock companies. 

During the discussions in the National Assembly, however, an amendment 
was attached to the Bill which provides for a cut of Frs. 30 milliards in expen- 
diture. The scheme for limitation of dividends included in the original draft 
was dropped. 

Two agreements have been signed between the Government and the Bank 
of France, one providing for an additional advance to the Government o 
Frs. 100 milliards—the present provision for borrowings of Frs. 100 milliards 
has been virtually exhausted—and the other for the transfer by the Bank o 
$250 millions in gold to the French Currency Preservation Fund. 

The Finance Minister has stated that the requisitioning of foreign securities 
held by French nationals would be considered only as an ultimate expedient 
and would be implemented gradually and kept to minimum requirements 
Rumours that the franc is to be devalued have been officially denied. 


Holland 


The Government is planning a big campaign to stimulate savings. A 
“National Savings Council,’’ corresponding to the British National Saving 
Movement is being set up and subsequently the Government will issue Nationa 
Savings Certificates. The Finance Minister has stated that, compared with 
the national requirements for investment, present savings are inadequate. 

A settlement of war accounts with the U.S. Government requires tht 
gradual payment to the U.S. of $674 millions and establishes new payment 
terms for existing credits for the financing of purchases of surplus property 
Lend-lease silver to a total of 56.7 million ounces must be returned as originally 
stipulated. 

The Research Director of the World Bank has visited Holland to discus 
the Dutch application for a $535 millions loan. It is officially stated that the 
loan will serve for essential purchases for a number of years, but negotiation | 
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are at present confined to a first tranche. Negotiations are proceeding for the 
placing of a Dutch loan in Swiss francs on the Swiss market. 

The Dutch Parliament has passed two bills providing for reductions in 
taxation. The companies’ tax, hitherto graduated from 30 to 55 per cent., has 
now been fixed at a flat 334 percent. Property taxes on corporate bodies have 
been cut by go per cent. and will be abolished next year. Facilities are being 
granted for the creation of tax-free reserves. Ordinary income tax rates have 
been raised for the larger and lowered for the smaller incomes as from the 
beginning of next year. A luxury tax of 15 per cent. is being imposed. 

Hungary 

A British banking syndicate headed by Messrs. N. M. Rothschild has 
concluded an agreement with the Hungarian National Bank for a credit of 
£500,000 to finance the purchase in the United Kingdom of certain raw materials 
of sterling area origin for export to Hungary. The U.K. Exports Credits 
Guarantee Department has guaranteed a substantial part of the credit. 

The Hungarian National Bank has agreed to set aside in London towards 
the eventual liquidation of the pre-war short-term banking debts of Hungary 
a small amount—reported to be 5 per cent.—of the foreign exchange accruing 
to Hungary from the export of goods in connexion with the new credit. The 
value of Hungarian bills still outstanding in London is in the region of 
{2 millions. 


Italy 


The eighteen-day Cabinet crisis ended with the formation of a Christian- 
Democrat Government under the leadership of Signor de Gasperi. The well- 
known Liberal economist, Professor Einaudi, hitherto Governor of the Bank 
of Italy, is Deputy-Premier and Minister for the Budget. It is believed that 
the new Cabinet should be capable of solving Italy’s financial problems. 

Italy has been granted a credit of 500 million pesos by the Argentine 
Government. A new commercial agreement is being put into force between the 
two countries. 

Japan 

The U.S. War Department has authorized, as from August 15 next, the 
resumption of private international commercial relations with Japan. Accom- 
modation for 400 business men is being made available in various parts of 
Japan for Allied nationals, subject to allocation by a Far Eastern Commission 
of the Allied Trade Board. The purposes for which entry is authorized include 
banking, communications and insurance. Initially, no exchange rates are 
being fixed. Raw silk, cotton textiles and the 1947 tea crop will, on account 
of earlier commitments, be reserved for Government-to-Government trade. 
The Japanese Government will assume full responsibility for the fulfilment of 
private contracts. The British Government has lifted the trading with the 
enemy restrictions on dealings with Japan. 


N.E.L 


A semi-official statement made in Amsterdam revealed that the N.E.I. 
foreign exchange position has entered a critical phase, with reserves sufficient 
to last only two or three months. The Dutch authorities have made proposals 
to the Government of the Republic for a central foreign exchange and food- 
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stuffs control and for economic interdependence of the various parts of 
Indonesia. 

Foreign financial interest in the area under present conditions is stated to 
be almost non-existent. The need for exports is paramount, but for exports 
an untrammelled return to owners of their properties is regarded as essential, 
_ this has been hindered by the Republic. The British-Dutch textile project 

fallen through because under prese nt conditions in Indonesia it seemed 
to rie unprofitable. 
Peru 

The Peruvian Finance Minister has stated that Peru is endeavouring to 
negotiate with the Foreign Bondholders’ Protective Council a plan for the 
resumption of the service on her defaulted dollar bonds held in the U.S. The 
Minister expressed the belief that the adjustment of the dollar debt default 
would open the way for major new borrowing. It is believed that Peru is 
hoping in this way to improve her prospects of obtaining assistance from the 
World Bank and the U.S. Export-Import Bank. 


Poland 


A new Anglo-Polish trade agreement has been negotiated in London. The 
pact covers a period of three years from June 1 last during which Poland will 
receive British goods to a total value of £35 millions, against exports to the 
U.K. of £23 millions. The British Government is guaranteeing the credit 
pacabities which are being extended ; under the terms of payment for Polish 
purchases in Britain, 40 per cent. will be paid in cash when the order is placed, 
anda furtl ier 20 per cent. on receipt of the goods. The remaining 40 per cent. 
will be paid in three annual instalments, 10 per cent. at the end of the first 
year after delivery and a further 15 per cent. at the end of the second and 
third years. 

Of the proposed British exports, about £15 millions will be capital goods 
and the remainder raw materials, machinery and other industrial goods. 
Britain will obtain eggs, bacon, butter and sugar from Poland. 


Turkey 


A Finance Ministry decree recently issued materially widens opportunities 
to foreign investors in Turkish agriculture, industry, trade and transport. 
Some of the restrictions imposed during the period of rapid economic develop- 
ment before the war are now lifted. Foreigners will be able to convert Turkish 
bank balances into their own currency provided that reciprocal facilities are 
given to Turkish nationals. 


‘B. ANK EC C ONOMISTS IN CONFERENCE 
Commercial bank economists from thirteen countries, covering between them almost 
the whole of \ estern Europe as well as the United States, Canada, Australia and South 
America, joined in conference at Eastbourne during the first half of June. The host on 





this, as on an earlier occasion, in 1937, was the Midland Bank. The twenty-one delegates 
were al] trained economists who for a number of years have worked as such in the service 
of commercial banks. The proceedings were private and were designed mainly to provide 
a free exchange of first-hand information and views on subjects of common interest. 
The earlier sessions surveyé -d world affairs country by country, and the later were devoted 
to examining such problems as the methods of combating inflationary trends, the implica- 


tions of cheap money, and the réle of monetary policy in maintaining “ full ’’ employment. 
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Production in Transition 


By James Meenan 


HE economy of Eire, regarded as a whole, has made a good recovery 
Tis the past two years from the effects of the war. Especially in industry, 

the post-war problem for Eire has not been primarily one of reconversion, 
for structural changes in her economy consequent upon the war were of modest 
extent by contrast with the revolutionary changes in the economies of the 
belligerent countries. In Irish agriculture, it is true, there were significant 
changes ; but, speaking generally, the problem has been mainly one of making 
good war-time inroads into the volume of production. And they were large 
inroads. With certain notable exceptions, war, instead of stimulating produc- 
tion in Ireland, starved it of raw materials and markets. 

The national income, it is true, rose largely during the war. The White 
Paper issued in May, 1945, showed that the total had risen from £154 millions 
in 1938 to £252 millions in 1944. At first glance, that movement presented 
a welcome contrast to the experience of the nineteen-thirties, when the national 
income, even after the end of the so-called “‘ economic war’”’ with Britain, 
failed to regain the level of £161 millions which had been attained in 1929. 
But, in fact, the war-time expansion was wholly a monetary phenomenon, 
reflecting the fall in the value of money ; the physical volume of production 
declined sharply. Agriculture naturally suffered most from the difficulties of 
the thirties. Its share in the national income dropped from 33 per cent. in 
1929 to 25.5 per cent. in 1938. By 1944 it had recovered to 35.2 per cent., 
but this improvement reflected, not any war-time recovery in the physical 
volume of agricultural production, but simply the much more drastic recession 
in industrial production. Industry suffered acutely from the shrinkage in 
overseas supplies. 

In 1938, materials for Irish industry and agriculture formed 59 per cent. 
of imports. Industrial production, in particular, depended on heavy imports 
of raw materials and, in many cases, semi-manufactured goods. In these 
circumstances it is perhaps surprising that the contraction of industrial pro- 
duction during the war was not even larger than that actually experienced. 
Taking the average of the year 1936 as equalling 100, the volume of production 
fell, at its lowest point—in 1942—to 78.7. It has since recovered sharply, to 
97.8 in the last quarter of 1945, and 114.6 in the last quarter of 1946. Yet 
the numbers employed in industry never fell by more than 8 per cent. ; and 
by the third quarter of 1946 they were above the previous high level of 1940. 
The war-time falling-off was experienced most severely in building (53 per 
cent. decline in employment) ; assembly, construction and repair of vehicles 
(40 per cent.) and the metal trades (30 per cent.). On the other hand, there 
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were increases of employment in mining and in the woollen and sugar and 
confectionery trades. During the later years of the war, production and 
employment were, in a number of cases, maintained by exchanging Irish 
manufacturing facilities for raw materials. It was a useful bargain for both 
sides ; and one that helped to increase Irish supplies of fertilizers, rubber 
tyres and agricultural machinery. 

These figures serve to show both the weakness and the opportunities of 
Irish industry to-day. In the 1930’s there was a facile expansion of employ- 
ment through the packing and assembling in Ireland of goods that were 
imported in a semi-finished state. Increased employment was bought at the 
expense of higher prices, and, from the nature of the case, no increase in pro- 
ductivity could be expected. But if Ireland paid the price earlier, now, at 
least, she is securing some benefit from her protectionist policy—in the posses- 
sion of trained labour and manufacturing facilities. These are useful advan- 
tages under present conditions; and they may provide Irish industrialists 
with opportunities in the next few years. 

The growing interest in the possibilities of export markets has been reflected 
in recent speeches of the Minister for Industry and Commerce.* Speaking to 
the Federation of Irish Manufacturers some months ago, he declared that 
‘“ Protective tariffs and other import restrictions are going to be much less 
important to our industrial expansion in the future than in the past ’’. Excep- 
tional circumstances might always arise ‘‘ but over the whole range of industry 
there is not now, and should not be for many years to come, need for unusual 
protective measures to keep them at maximum production ’’. Such observa- 
tions may be coloured by the apparent persistence of the sellers’ market ; but 
they show a welcome recoil from doctrinaire protectionism and the promise of 
a healthy insistence on efficiency. 

It should also be mentioned that both industrial and agricultural interests 
may be affected by the outcome of the tariff discussions at Geneva. Formally, 
Anglo-Irish trade relations are governed by the agreement of 1938. That 
document, whose operation was largely frustrated by the war, granted each 
country special advantages in the other’s market. Irish agriculture received 
Imperial Preference ; while British exports, such as coal, motor cars and 
artificial silks, were given far-reaching advantages in the Irish market. Revision 
of this agreement will presumably come up for discussion soon; and the 
task will not be made any easier if the principle of non-discrimination is to 
govern future trading relations. 

At present, Irish industry is held back by the universal shortages of 
materials, equipment and fuel. In regard to materials, it may be possible that 
some war-time arrangements may be continued and that manufacturing 
capacity here may alleviate shortages of man-power elsewhere. It should be 
added, however, that many industrial concerns are in need of new capital 
equipment and are gravely handicapped by delays in delivery. 

Eire, however, has her own manpower problem—the problem of the con- 
tinual drain imposed by emigration (though it should be noted that return 
remittances from emigrants are an important factor in the balance of payments). 
Net emigration totalled 190,000 in the decade 1936-46, compared with 167,000 





*An article by the Minister. on Eire’s Balance of Payments, appears on pages 48-52. 
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in the preceding inter-censal period. And the census of May, 1946, showed 
that the population had dropped by 15,000 to a new low level of 2,953,452. 
It is reasonable to suppose that the main immediate effects of this loss of man- 
power were felt by agriculture more than by any other form of economic 
activity. All sizes of towns grew in numbers; the fall came in the rural 
areas. It is probable, too, that, in this decade 1936-46, the experience of 1926- 
36 was repeated—that, on the country-side, the numbers engaged on farms 
of under 30 acres fell sharply, while the numbers on farms of 30 to 200 acres 
increased. The inference must be that, under present conditions, the smaller 
farms are insufficiently capitalized. 

The trend of agricultural output during the war is indicated below ; 
although certain forms of production increased, the traditional forms 
contracted : 


VOLUME OF GROSS AGRICULTURAL OUTPUT 
(1929-30 = _ 100) 


1938-39 1943-44 1945 

Livestock and livestock products err acd 93.5 73.2 79.6 
Crops and turf ze sia ia ; 115.4 160.0 164.6 
TOTAL si pie ‘nm oe 97.0 87.1 93.2 


It should be noted that this output was achieved with an input of fertilizers 
and other agricultural supplies considerably less than even the small amount 
used before the war. Between 1938 and 1944 gross agricultural output fell 
by 7 per cent., while net output increased by 5 per cent. 

The total area under crops and pasture has declined ever since 1931, the 
last year of a free market either in Ireland or Great Britain. It stood at 
11,727,000 acres in I93I ; 11,606,000 acres in 1939; and at 11,565,000 acres 
in 1946. The decline indeed is not important ; but the failure to expand may 
be significant. The acreage under hay fell from 2,313,000 in 1931 to 2,061,000 
in 1939 and 1,935,000 in 1946; pasture declined from 7,989,000 in 1931 to 
7,216,000 in 1946. In corn crops, however, there was a moderate expansion 
in the thirties and a large expansion during the war. Their acreage was 
763,000 in 1931, 867,000 in 1939, and 1,629,000 in 1946; the greatest change 
occurred in wheat, the acreage of which was negligible in 1931 and rose from 
255,000 in 1939 to 642,000 in 1946. Oats increased from 623,000 acres in 1931 
to 831,000 acres in 1946. Root and green crops rose from 612,000 acres in 
1939 to 747,000 in 1946. 

It will be noticed that the increase in tillage did not reach the proportions 
needed to replace the feeding-stuffs on which the Irish mixed farming areas 
depended before the war. This scarcity is reflected in the figures for livestock 
and livestock products. The total number of cattle has not changed much, 
being 4,029,000 in 193I and 4,146,000 in 1946; milch cows, however, fell 
from 1,222,000 in 193I and 1,260,000 in 1939 to 1,201,000 in 1946. Sheep fell 
from 3,575,000 in 1931 to 3,048,000 in 1939 and 2,423,000 in 1946. 

In pigs and poultry the decline has been catastrophic. The number of pigs 
Was 1,227,000 in 1931, 931,000 in 1939, and 479,000 in 1946. In the last 
couple of years there have been fewer pigs in the country than at any time 
in the last century. Poultry declined from 22,782,000 in 1931 to 19,551,000 
in 1939 and 18,276,000 in 1946. Inevitably, production of butter, eggs and 
bacon has heavily declined and the amount of these commodities brought to 
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market has fallen even more spectacularly. 

There are, in fact, two tendencies at work in Irish agriculture at present. 
First, it is producing more for the home market and less for export. That 
naturally arises from the paramount necessity of assuring home supplies of 
wheat and turf and from the lack of feeding-stuffs ; matters which are governed 
by forces outside domestic control. Secondly, it is reasonably certain that 
Irish agriculture is increasingly a subsistence economy in so far as a growing 
proportion of production, notably in butter and bacon, is being consumed on 
the farms. Here, the reasons may be found in State policy. The following 
table shows by percentage distribution the manner in which agricultural 
production has been disposed of in recent years : 


1929-30 1938-39 1945 

0/ ° 9 

= o o o 
Consumed on farms as iva as 32.4 33.0 40.2 
Other home consumption .. ws rr 18.2 29.2 39.7 
Exported .. o- sin wi we 49.1 37.8 20.1 


In effect, Ireland is exporting agricultural labourers instead of agricultural 
produce. 

For the future, much necessarily depends upon demand from Great Britain. 
Any improvement in the standard of living there should require further 
supplies of livestock and livestock products to maintain it. These are precisely 
the commodities that Ireland is capable of supplying. Before the war, as a 
recent report points out, Ireland “ catered for only a small fraction of the 
British market requirements of butter, bacon and eggs, but we had almost a 
monopoly of the trade in live cattle, sheep, pigs and poultry. Inrish-raised 
cattle constituted about one-third of the total cattle slaughtered in Great 
Britain or about one-sixth of the total beef consumed, inclusive of chilled and 
frozen beef imported from overseas ”’. 

In a year that sees Great Britain short of coal and Ireland short of pigs 
and butter, insistence on the advantages of international exchange may be 
irrelevant ; but it is impossible to insist too strongly on the advantages that 
both countries may gain from consulting their common interest. At present, 
it must be confessed, it is difficult for the Irish farmer to understand British 
food policy. Over the last fifteen years, the prices fixed for Irish cattle have 
halved the export of store cattle and have wiped the fat cattle trade out of 
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existence. The following table shows the profound change since 1931 : 


AVERAGE ANNUAL EXPORT OF FAT AND STORE CATTLE 


FaT STORE 

000’s 000’s 
1925-31 bes is sia a 280 730 
1932-38 a ee ee re 170 650 
1939-45 sia ie ae oe 80 535 
1943-45 ar os ee oi 15 466 


The cattle trade is a spectacular example of the possibilities of trade 
expansion ; but the opportunities in livestock products (which would give 
much employment in Ireland) deserve emphasis. Irish agriculture is mainly 
carried on by small farmers ; 59 per cent. of holdings are under 100 acres. It 
is therefore an economy based on a combination of milk, pigs and poultry. It 
may be suggested, therefore, that the interests of the Irish producer and of 
the British consumer would be well served if Ireland were enabled to obtain 
increased supplies of feeding-stuffs and fertilizers. If and when circumstances 
permit, it might be found profitable to allocate wheat to Ireland so that land 
and labour may be freed for the forms of production to which both are tradi- 
tionally best suited. It is unnecessary to add that long-term agreements will 
be needed to encourage the producer. 

It must be admitted that there are weighty obstacles in the path of such 
expansion. First, a considerable revision of State policy would be needed. 
Secondly, agriculture generally is in extreme need of capital equipment, 
while its small-farm structure prevents any speedy capitalization. Moreover, 
there is very little prospect that the individual farmer will use his savings to 
improve his land ; although his available resources must have greatly increased 
in the last ten years. Even in 1938 the Banking Commission found that farmers 
owed the banks {12 millions, while they had £36 millions on deposit with them. 
Reluctance to sink money in land is of long standing in Ireland ; and instability 
of agricultural policy can be as great a deterrent to investment as insecurity 
of tenure. 

These considerations may be thought to have some bearing upon the 
controversy which grew recently from an article in THE BANKER.* So far as 
agriculture is concerned, it would seem that it has been marked by considerable 
under-employment both of labour and of capital. It is probable that this 
under-employment has been facilitated by the accumulation of savings over 
the last fifty years; while the violent changes in policy during that period 
has discouraged investment in land and equipment. Essentially, the Irish 
agricultural problem is not the difficulty of obtaining loans for credit-worthy 
objects ; it is much more the reluctance of potential borrowers to use the 
facilities available. 

Static, or even falling, production and continuing emigration appear to be 
inevitable under such circumstances. The lead in any change must come from 
the State; but the Irish Government in its turn must first receive some 
assurance that increased production will find a fair and secure market in Great 
Britain. It must be hoped that the two countries will agree on the policy of 
co-operation that can bring such obvious advantages to their peoples. 





*See ‘‘New Light on Irish Banking,’’ in THE BANKER for December, 1946, and “ Irish 
Banking Controversies ” in the issue of February, 1947. 
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Ireland’s Public Finances 
By Frank Aiken, T.D. 


(Minister for Finance) 
HE Irish financial year, like that of the United Kingdom, runs from | 
"Taps t to March 31, and the formal arrangements for control of expen- | 
diture by the Dail also closely parallel those for parliamentary control 
in Britain. 

There is similar parallelism in the main heads of revenue—customs and 
excise, estate duties, stamp duties, income tax (including surtax and supertax), 
corporation profits tax, and motor vehicle duties. Of these, customs are the 
most prolific, partly in consequence of the upward trend in prices of imported 
goods, acting in conjunction with a tariff which is mostly “ad valorem”. 
Tobacco is the largest single provider of revenue under this head, and although 
tobacco imports have improved comparatively little since 1939, a further 
increase of 5s. per lb. made in the last Budget raises total customs duty per lb. 
of unmanufactured tobacco to 23s. 7d. and the estimate of revenue from this 
head for 1947-48 to £13,955,000, out of an estimated total customs revenue 
of £19,960,000. Increases are expected, owing to freer availability of supplies, 
under most other heads of customs, e.g. motor vehicles and parts, petrol, 
spirits, wines, etc., but under the head of clothing and apparel (including boots | 
and shoes) receipts are expected to be only £50,000 in contrast with approxi- 
mately {£700,000 last year, as the duties on most items of apparel have been 
suspended. It will be noticed that the main revenue-earning items, namely, 
tobacco, petrol, spirits, wines and motor cars and parts, are, except for the 
last-mentioned, all duties imposed for revenue and not protective purposes. 
In fact, the yield from protective tariffs will now, with the suspension of the 
clothing duties, be comparatively low. The revenue-producing duties are 
for the most part on luxury articles. 

Of the excise duties, beer, spirits, entertainments and betting are the most 
important, and in that order. Total receipts under those headings in 1946-47 
were {8,846,000 out of total excise receipts of £9,658,000. Beer alone accounted 
for {4,820,000 and spirits for £2,899,000. 

As regards inland revenue, the main heads are estate duties, income tax 
(including surtax and supertax) and corporation profits tax. Total receipts 
from inland revenue for 1946-47 were {£19,950,000, of which income tax | 
accounted for {12,577,000. This tax, which stood at 4s. 6d. in 1938, rose by 
stages to 7s. 6d. in 1941, but was reduced to 6s. 6d. in 1946, at which point it 
now stands. Certain concessions were given in personal allowances in the 
recent Budget ; the allowance for a single man has been raised from {£120 to 
£140 and for a married man from {£220 to £260. The gross income, i.e. income 
before exemptions in respect of e.g. charities, etc., and reductions for repairs, 
wear and tear, empty property, etc., amounted to £65,872,000 in 1938-39; 
for 1944-45, which is the latest year for which figures are available, it was 
estimated at {88,300,000. The net yields of the tax in these years were {5,079,000 
and {12,120,000 respectively. The Table on page 45 gives some idea of the 
incidence of income tax in this country as compared with Great Britain. 
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Excess corporation profits tax, introduced in 1940-41 to meet the war 
situation, came to an end on December 31 last, so that corporation profits 
are now subject only to income tax and ordinary corporation profits tax— 
this tax is analagous to the profits tax in Great Britain and is levied generally 
at the rate of 10 per cent. on profits in excess of £2,500. 

Estate duty in Ireland is graded from 1 per cent. where the net principal 
value of the estate exceeds {100 but not £500, to 41 per cent. for the range in 
excess of £400,000, some intermediate figures being 3 per cent. for the range 
{1,000 to £5,000, 4 per cent. for the range £5,000 to {10,000 and 12 per cent. 
for the range £25,000 to £30,000. 

The heads of non-tax revenue are broadly postal, telegraph and telephone 
receipts which in 1946-47 yielded £3,200,000, land purchase annuities which 
yielded £1,749,000, interest on Exchequer advances for various purposes 
which brought in {1,159,000 and fee stamps and miscellaneous receipts. Total 


INCOME TAX IN IRELAND AND BRITAIN 


IRELAND GREAT BRITAIN 
1946-47 1947-48 1946-47 1947-48 
Standard Rate of Income Tax 
mies .. a — 6s. 6d. 6s. 6d. 9s. 9s 
Reduced rate of tax .. 3s. 3d. on first 3s. 3d. on first 33. on first 3s. on first 
£100 £100 £50; 63.0n £50; 6s. on 
next £75 next {75 
Allowance, single £120 £140 £110 £110 
Allowance, married £220 £260 £180 £180 
Exemption limit _— —_ £120* £120* 
Earned income allowance 1/5th 1/5th 1/8th 1/6th 
Max. £300 Max. £300 Max. £150 Max. £250 
Wife's ditto 9/toth g/toth 7/8th 5/6th 
Max. £45 Max. £45 Max. {110 Max. {110 
Children Allowance : 
First two children... a £60 each £60 each £50 each £60 each 
Subsequent children .. des £43» £43—=«s £50, £00 
Income limit of child ac £40 £40 £40 £60 
Housekeeper allowance oa £45 £45 £50 £50 
Dependent relative allowance £25 £25 £50 £50 
Income limit of dependant 
relative t .. ad oy £50 £50 £50 £70 


* Tax on incomes exceeding £120 but less than £135 is limited to 1/4th of the excess over £120. 
+ In Great Britain, where the income of the dependant relative exceeds £70, the allowance 
is restricted accordingly. 


non-tax revenue in 1946-47 was {7,311,000 and is estimated at {8,715,000 for 
1947-48, the increase being mainly due to expansion in Post Office business. 

Total revenue receipts, tax and non-tax, were in 1946-47 £54,353,000, 
compared with £31,884,000 in 1938-39. 

The increase in revenue since before the war reflects the increase that has 
taken place in expenditure partly because of the fall in the value of money and 
partly in consequence of the expansion of State services necessitated by the war 
emergency, particularly in subsidizing the cost of living and in providing 
increased social services in cash and kind and in alleviating distress in Europe 
due to the war. The cost of subsidizing the prices of fuel (turf and firewood) 
and food—principally butter, bread, flour and tea—in the current year is 
estimated at more than {6 millions, quite apart from social services such as 
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old age and blind pensions, widows’ and orphans’ pensions, national health 
insurance, unemployment insurance and assistance, children’s allowances, 
allowances in kind, miscellaneous health services, etc., which are estimated to 
cost approximately {12} millions this year. A further {1} million is being 
voted for the alleviation of distress in Europe. The only substantial relief is 
in the decreased cost of the Army which, at £4,400,000, still stands almost 
£3 millions above the pre-war figure which varied around {1} million, the 
difference being due in part to the larger standing Army now being maintained, 
to the higher cost of materials and increased Army pay. Indeed, the increase 
in pay is a large factor in the considerable rise in State expenditure since pre- 
war. The cost of the Civil Service has risen from {£5 millions odd to almost 
£84 millions, which is more than proportionate to the increase in numbers, 
namely, from 27,000 to 30,500. The increase in the cost of teachers’ salaries, 
primary and secondary, is £1,700,000, while the cost of the pay of the police 
has risen from {1,780,000 to £2,700,000. The only other considerable body 
of direct State-paid personnel is the Army, and here it is difficult to distin- 
guish the cost of personnel from other costs. Of course, the figures mentioned 
do not cover all salaries and wages paid from State funds, in that State grants 
to local authorities help in large part to pay employees of local authorities, 
as may be deduced from the fact that of a total estimated expenditure from 
revenue by local authorities in 1946-47 of {15,627,000 almost £6 millions was 
derived from State grants. 

Food and fuel subsidies, social services, alleviation of distress in Europe 
and the Army combined will therefore this year cost Ireland {24,400,000 out 
of a total estimated expenditure on Supply and Central Fund services of over 
£62 millions. The bulk of the balance is accounted for by such services as 
education and cultural institutions (almost £8 millions), Justice, i.e. Courts, 
Police, etc. (£34 millions), agricultural development, etc., and land division 
(almost £8 millions), industrial research and development (£780,000), Post 
Office services and wireless broadcasting (£4,680,000), non-effective payments, 
i.e. pensions (almost £2 millions) and service of debt (£44 millions). 

In addition to Central Fund and Supply services, a further source of State 
expenditure is the Transition Development Fund which was set up in 1946-47 
and fed from voted moneys to the extent of £5 millions. This fund is intended 
to supplement voted moneys devoted to capital purposes and, as its title 
indicates, was meant to cover the period during which costs would be abnormal, 
as the voted grants for housing and other public works were based for the most 
part on pre-war costs and would provide an insufficient incentive towards 
capital development by such public institutions as local authorities, etc. 
Expenditure from the fund last year was insignificant, but commitments this 
year—almost entirely for housing and public health works—total {1} million. 
The bulk of the grants go to local authorities. The rate of expenditure from 
the fund is determined by availability of supplies. A further reason why the 
fund has not been called upon to a greater extent was the lowering of the rate 
of interest on advances from the Local Loans Fund from 4} per cent. to 2} 
per cent. and the extension of the period of repayment from 35 to 50 years, 
which had the effect of reducing loan charges for local authorities, thus 
narrowing the gap between present and pre-war costs to be bridged by grants 
from the Transition Development Fund. 
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The gross capital liabilities of the State on March 31 last were £91,360,976, 
of which £45,380,842 represented the seven national loans which have not yet 
matured. These are almost entirely internal issues and are cumulative sinking 
fund loans. Ireland’s external debt is insignificant. Since 1941 it has not been 
necessary to float any public loan, since budget deficits have been financed 
mostly by borrowings from State savings institutions and from departmental 
funds. 

The other main items which make up gross debt were {15,140,700 for 
liabilities under the Land Purchase Acts; {£4,254,257 representing the 
capitalized value of the Compensation Annuity payable to Great Britain under 
the Damage to Property (Compensation) (Amendment) Act, 1926; and 
{16,084,000 for principal and interest on Savings Certificates. 

Exchequer Assets at the same date were £43,948,758, and consisted princi- 
pally of the Exchequer Balance, unapplied sinking funds, Savings Certificate 
Reserve Fund, Local Loans Fund, unapplied balance of the Transition Develop- 
ment Fund, the Foreign Exchange Account and repayable Exchequer Advances 
to and shareholdings in various State-sponsored organizations such as those 
for civil aviation, shipping, insurance, the production of electricity, turf, 
chemicals, sugar and creamery butter, the promotion of tourism and the 
provision of industrial and agricultural credit. Setting total assets against 
total liabilities, Ireland had net liabilities of {47,412,218 at March 31 last. 

An important State holding is the Post Office Savings Bank Fund. The 
liability to depositors on March 31 last was over £41 millions, roughly four times 
greater than on March 31, 1939. The rate of interest on deposits was reduced 
early this year to 2 per cent. on the first £300 and 1} per cent. on holdings 
over £300. Previously there was a flat rate of 2} per cent. The field of invest- 
ment for the Fund was extended to include the stock of local authorities, and 
in this way afford greater support to their credit. 

Of the total gross State debt mentioned above, namely {91 millions odd, 
about £42 millions is classifiable as ‘‘ productive ’’ and £49 millions as “‘ dead- 
weight’. The increase in the gross figure since 1939 has been about {244 
millions. 

The following table summarizes the budgetary position since 1939 : 


Total Central Government 


Year Expenditure (current) Deficit 

£ 000’s £ 000’s 

1939-40 or i aia oth 34,395 2,006 
1940-41 a re ren oi 37,772 3,134 
1941-42 iva a id x 40,625 3,645 
1942-43 sa nee % = 43,046 3,318 
1943-44 a oa a as 45,009 1,229 
1944-45 a oa me a 48,521 2,340 
1945-40 ws oe os os 52,914 2,102 
1946-47 ee ws ee es 54,353 4,512 
1947-48 os an ‘ ay 62,145 1,014 


Total monetary circulation stood at approximately {45 millions last March, 
compared with {174 millions in March, 1939. Post Office Savings Bank 
deposits, as already mentioned, have quadrupled since before the war ; Savings 
Certificates outstanding have risen by 50 per cent. and commercial bank 
deposits, which stood last March at almost £230 millions, were about double 
the 1939 figure. 
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War a the Balance of Payments 
By Sean F. Lemass, T.D. 


(Minister for Industry and Commerce) 


just four years ago showed, external trade played a very important part 

in the economic life of Ireland.* Naturally, dislocation of that trade 
during the war gave rise to far-reaching changes. 

The reduction in food imports necessitated an intensive effort to increase 
the tillage area, which increased from 1.5 million acres in 1939 to 2.4 million 
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acres in 1946. There were large increases in production of grain crops, potatoes, 
sugar beet and flax, notwithstanding the scarcity of imported fertilisers. 
Shortage of feeding stuffs, however, was responsible for a halving of the 
number of pigs and a sharp reduction in the output of eggs. The volume of 





* Keferences to Ireland throughout this article exclude the six north-eastern counties. 
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output (i.e. sales off farms and consumption by persons on farms without 
process of sale) of crops and turf increased by 43 per cent. between 1938-39 
and 1945, but livestock and livestock products showed a decline of 15 per 
cent. The total volume of agricultural output showed a decline of only 4 per 
cent. in 1945 as compared with 1938-39, but the proportion exported declined 
from 38 per cent. to 20 per cent. of the total output. 


Industrial production, necessarily, was also affected by the reduction in 
imports during the war; the volume of production declined by 23 per cent. 
between 1938 and 1944. The national income, however, increased from {154 
millions in 1938 to £252 millions in 1944. This increase, of course, was purely 
a price phenomenon, as the volume of goods and services—that is, real income 
—is estimated to have declined by 14 per cent. over the same period. 

The value and volume of external trade in each of the years 1934 to 1946 
are shown in Table I and their trend is illustrated in the diagram. The steep 


TABLE I 
EXTERNAL TRADE OF IRELAND (EXCLUDING THE SIX NORTH-EASTERN COUNTIES), 1934-19406 
(£ millions) 


Exports and Excess of 
Year Imports Re-Exports Total Trade Imports 
Value Volume Value Volume Value Volume Value 
1934 .. aa 39.1 59.7 17.9 29.3 57.0 80.0 21.2 
1935 :- 7 37-3 47-7 19.9 32.2 $73 79.9 17.4 
1930 —Ctig s ve 39.9 49.0 22.5 43.7 62.4 82.7 17.4 
1937 «. a 44.1 48.0 22.8 30.4 67.0 78.4 2t.3 
ae a 41.4 46.2 24.2 28.0 65.7 94.2 17.2 
1939... -" 43-4 48.6 26.9 28.0 70.3 76.6 16.5 
1940... aa 40.8 36.9 33.0 20.7 79.8 63.6 13.8 
iat... oe 29.5 18.8 31.8 25.5 61.4 40.3 — 2.3* 
1942 .. és 34.7 18.3 32.6 19.8 67.3 33.1 2.4 
1943 -. os 26.4 13.6 27.8 $54 54.2 29.0 ~ fe 
1044 .. 3 28.5 £44 29.9 16.1 58.4 30.5 -~ 1r.4* 
48k bid 4f.2 20.5 35-5 19.4 76.6 39.9 5.6 
19460 .. ssa 71.8 30.5f 38.8 20.3f 110.6 50. 8f 22,3 
NotEe.—The volume figures represent quantities of trade valued at 1930 prices. 
* Export surplus. t Provisional. 


fall in the volume of imports after 1939 will be noticed ; whereas in the four 
years 1935 to 1938 the volume (quantities valued at 1930 prices) averaged 
£47? millions, the 1943 figure was £13} millions. In other words, if the average 
volume in the period 1935-38 be taken as 100, the volume in the year 1943 was 
28}. Exports also declined in volume, but the fall was proportionately much less 
than in the case of imports. The lowest point was reached in the year 1943 
when the volume of exports was only half that of the 1935-38 average. 

The dislocation of external trade brought about a radical change in the 
structure of Ireland’s balance of payments. In the pre-war period 1935-38 
there was an average annual import excess of {18 millions which was made 
possible by the fact that, relative to its population, Ireland is one of the most 
important creditor countries in the world. In 1938, the excess of imports was 
financed by a net income from investments of about {6 millions, emigrants’ 
remittances of £3 millions, pensions £2} millions and other substantial items 
of “invisible ’’ income. The reduction and disappearance of this import 
excess (there was an export surplus in the years 1941, 1943 and 1944) resulted 
in a piling up of external assets during the war. In the six years 1940-45, the 
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net accumulation of external holdings by Government funds, the banking 
system and private individuals (through Irish stockbrokers and_ banks) 
amounted to £149 millions. 

The percentage distribution of the value of imports according to the 
following main categories shows surprisingly little change in 1946 as compared 
with 1938 : 


Comsumption Materials for Industry Capital, and 
Year Goods and Agriculture Unallocatable 
% % % 
1938 ee duce es 31.8 59.1 9.1 
1945 i a = 20.7 70.2 9.1 
1946 “s ein as 28.0 60.7 35.3 


These percentages were determined by conditions in external markets and do 
not reflect the choice of Irish importers. There is no doubt that, if supplies 
were freely available, the proportion of capital goods and raw materials would 
show large increases and that of consumption goods a corresponding fall. 

In the year 1946 imports were valued at £71} millions and exports (including 
re-exports) at £38}? millions ; the import excess, £33 millions, was the highest 
since the inauguration, in 1924, of the present system of trade statistics. The 
volume of imports in 1946 had increased to three-quarters of the pre-war 
volume, and the volume of domestic exports to 64 per cent. Import and 
export prices were both more than doubled as compared with pre-war. 














TABLE II 
PRINCIPAL DOMESTIC EXPORTS 
Unit of Quantity Value 
Description Quantity 1938 1945 1946 1938 1945 1946 
£ 000's £ 000’s £ 000's 
Store cattle oe ma No. 470,122 434,709 385,453 5,855 12,099 11,061 
Fat cattle aa nr 3 158,977 17,264 34,517 2,548 435 1,243 
Milch cows and springers * 70,981 43,151 41,719 1,160 1,362 1,371 
Horses (other than those 

exported temporarily) vs 9,390 15,133 24,274 837 1,296 2,965 
Greyhounds ‘ abe a 3,225 7,517 10,388 77 733 1,009 
Bacon and hams a Cwt. 550,934 4 5 2,258 -- — 
Poultry, dead .. aie i 101,950 165,658 154,856 427. 1,959 2,276 
Beef, tinned a he ya 26,170 288,225 243,131 43 1,898 1,594 
Butter .. “4 “s ‘a 377,407 — —_ 2,160 = — 
Eggsinshell .. .. Gt. hnd. 2,725,680 1,788,876 1,838,399 1,177 2,118 2,361 
Ale, beer and porter .. Std. bri. 794,228 765,156 734,341 2,205 3,614 3,604 
Flax ea ae os Cwt. 12,864 96,946 96,063 47 1,049 953 
Other domestic exports Value — — — 5,082 8,672 9,833 
Total Domestic Exports Value — — — 23,877 35,237 38,361 











In the year 1945 the net external assets of the commercial banks increased 
by £17? millions and the external funds of the Central Bank by about 5} 
millions. Other large capital accumulations were (a) an increase of £54 millions 
in the sterling holdings of Government Funds and (6) net purchases of securities 
by private individuals which amounted to {6} millions. In 1946, however, 
the rate of capital accumulation overseas declined sharply, owing to the large 
increase in visible imports ; the net accumulation under the headings mentioned 
was, however, still as high as £20 millions. The import excess of visible trade 
was offset by invisible exports. In 1945 (the latest year for which figures are 
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anking available) emigrants’ remittances amounted to £9} millions, net income from 
banks) investments to £7? millions and pensions to £4} millions. The net incomes 
from tourists and shipping earnings were also considerable. 
to the Notwithstanding Ireland’s strong position as a creditor nation, the volume 
npared of imports in 1946, as already noted, was only three-quarters of the pre-war 
volume. There is considerable leeway to be made up, owing to the drain on 
and stocks and the deterioration in plant and machinery during the war years, 
able if industry and agriculture are to be brought back to their pre-war levels of 
production. The contraction of coal imports from Great Britain, which 
supplied Ireland with 2} million tons in 1938, is the principal bottleneck 
retarding recovery at present—imports of coal in 1946 were only half the 1938 
dd figure and the outlook for 1947 is even worse. The increase in home produc- 
and do 


; tion of wheat was not sufficient to meet consumers’ needs and, in 1946, imports 
upplies amounted to 1} million cwts. as against 7} millions cwts. in 1938. Increased 





iL ould imports will be required in 1947 to meet the present ration, as there is certain 
all. 
cluding TABLE III 
highest VALUE OF TRADE WITH GREAT BRITAIN AND OTHER COUNTRIES 
s. The | : ere . .. _(£ thousands) 
pre-war — ae ag ee Other Countries 
ort and Exports Excess of Exports Excess of 
Year Imports and Exports (+) or Imports and Imports (-—) 
Re-exports of Imports (—) Re-exports 
1938 .. 20,891 22,443 + 1,552 19,998 1,797 - 18,201 
1945 .. 19,528 34,724 + 15,196 20,994 773 — 20,221 
e 1946 .. 37,398 355779 - 4,619 33,341 2,978 — 30,363 
5 1946 
he i to be a drop in home production owing to the bad weather which prevented 
5 1,243 early sowing in the spring of 1947. The elimination of maize imports during 
2 1,371 the war had a very serious effect on the pig industry. In 1946 imports of maize 
6 2,965 amounted to 2 million cwts., in contrast with 7 million cwts. in 1938. 
3 1,099 | Table II shows by quantity and value the main individual items of domestic 
. aa exports in the years 1938, 1945 and 1946. It will be seen that the pattern 
8 1,594 has been radically changed since pre-war. There has been a considerable 
ane decline in exports of live cattle as a result of the policy of price discrimination 
: ~~ pursued by the British Ministry of Food. Exports of fat cattle numbered 
9 953 | 159,000 in 1938 as against 35,000 in 1946, while stores declined from 470,000 
2 9,833 | — to 385,000, and milch cows and springers from 71,000 to 42,000. On the other 
7 38,361 | hand, the numbers of horses exported increased from 9,000 in 1938 to 24,000 
—-——— {| in 1946 and greyhounds from 3,000 to 10,000. 

The large export trade in bacon and hams, valued at 2} millions in 1938, 
creased has disappeared, but may be expected to revive when adequate supplies of 
bout sf maize and other feeding stuffs become available. The supply of eggs for export 
millions has also suffered from the scarcity of feeding stuffs ; in 1938 exports amounted 
ecurities to 2? million great hundreds as against 13 million great hundreds in 1946. 
lowever, Dead poultry exports show an increase from 102,000 cwts. to 155,000 cwts. 
he large and the trade in tinned beef which developed during the war was responsible 
ntioned for an export of 243,000 cwts. valued at £1} million in 1946. There has been 
wing a large increase in the domestic consumption of butter since pre-war which 


necessitated the introduction of rationing and the stoppage of exports (£2} 
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millions in 1938). The quantity of porter, beer and ale exported has been fairly 
well maintained in spite of the difficult grain position and the shortage of coal. 

The distribution of Irish trade as between the different countries shows 
practically no change in 1946 as compared with 1938 as will be seen from 
Tables III and IV. Great Britain and the six north-eastern Irish countries 
remained almost the sole market for exports and approximately half the 
imports originated in those areas. In 1946 other important sources of imports 
were: U.S.A., 12 per cent.; Argentine, 5 per cent.; Canada, 4 per cent. ; 
Brazil, 4 per cent. ; and British India, 3 per cent. 

The trade statistics of Great Britain show that before the war Ireland 
was one of the most important markets in the world for the British exporter. 


TABLE IV 


VALUE OF TRADE WITH EACH OF THE PRINCIPAL COUNTRIES EXPRESSED AS A PERCENTAGE OF 
ToTAL VALUE OF IMPORTS AND EXPORTS IN THE YEARS 1938, 1945 AND 1946 












































1938 1945 1946 
Country in which Originated : Imports 

Great Britain... ne aa a bid 49.1 45-4 49.9 
The Six North-Eastern Counties of Ireland .. 1.4 2.2 23 
TOTAL rae ‘% 50.5 47.6 52.1 

Canada 3.7 13.3 4.0 
U.S.A. 11.4 9.9 11.8 
Brazil 0.3 6.8 4.0 
Argentine 3-4 4-4 5-1 
British India 3-9 4.9 3.0 
Australia 2.5 0.0 0.2 
Germany .. 3.5 0.0 o.1 
Belgium nf 2.5 0.0 ‘3 
Other Countries .. 17.0 14.0 16.9 
Re-imports ‘3 ¥.3 g.§ 
TOTAL ae “s 100.0 100.0 100.0 

Country to which Consigned : Exports and Re-exports 

Great Britain... oe as oa aa 82.1 78.2 73.9 
The Six North-Eastern Counties of Ireland .. 10.5 19.6 18.4 
TOTAL a a 92.6 97.8 92.3 

Germany .. as we a e* on 3.8 oo O.1 
Other Countries .. ae as ar a 3.6 2.2 7.6 
TOTAL bis a 100.0 100.0 100.0 








In 1938 the value of exports and re-exports to Ireland, at £26 millions, was 
exceeded by the figures for only five countries: Union of South Africa, £40.1 
millions ; British India, £34.3 millions ; Australia, {38.9 millions ; Germany, 
£26.7 millions ; and the United States, {28.8 millions. It is obvious that the 
economic interests of Great Britain and Ireland are to a large extent comple- 
mentary. Ireland needs imports of raw materials, semi-manufactured goods, 
machinery, feeding stuffs and fertilisers, in order to increase her agricultural 
and industrial production. On the other hand, it would be in the interest of 
Great Britain to receive an increased flow of Irish beef, mutton, bacon, eggs, 
butter and other agricultural produce. 
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Financing Irish Industry 
By J. P. Colbert 


(Chairman and Managing Director, Industrial Credit Company) 


URING the war, issues of securities in Dublin for industrial borrowers 
[) practicaty ceased. During the entire war period, there were only six 

industrial issues, involving a total of £507,617, all of them on behalf of 
established businesses rather than new industries. Since early 1946, however, 
as the table on page 000 shows, there has been a fair revival of business. Nine 
issues have been made, for a total of roughly £1? millions. 

More significant, however, than the actual volume of post-war business 
has been the change in the attitude of the public towards them. To appreciate 
this change, it is necessary to know something of the pre-war background. 

Systematic financing of Irish industry by this method really dates from 
1933. In that year—as an article in THE BANKER for July, 1943, more fully 
explained—the Industrial Credit Company (of which the present writer is 
chairman and managing director) was set up under Government auspices and 
with Government participation, with the primary object of financing new 
enterprises, especially in the “ new”’ industries. It therefore operates on 
rather different principles from those generally followed by the London issuing 
houses. Naturally, it has had to proceed on commercial lines, but more 
nearly resembles a continental banque d'affaires than an issue house of the 
London type. Since 1933, therefore, this Company has sponsored most of the 
public issues in Dublin for newly-established industrial companies. Thus, the 
Company underwrote issues by new companies which seemed reasonably 
sound industrial risks even though it was fairly obvious that the issues would 
not be fully absorbed by the public—proceeding on the general principle that 
where Government protection was given for an industry the general investing 
public should be given an opportunity to participate in the capital. 

In one sense, local investment conditions in Eire have always been unusual, 
if not unique. Every citizen of the country has been perfectly free to invest 
his savings through a large and highly-organized external Stock Exchange— 
the London Stock Exchange. Purchases of securities quoted on the London 
Stock Exchange by a citizen of Eire involve essentially a foreign exchange 
transaction. In any other country, to effect such a transaction would require 
a purchase of foreign exchange drafts or telegraphic transfers, but in the 
case of Eire the investor can effect the purchase by means of simply posting a 
cheque on his current account. He does not even have to notify his banker 
that he is engaging him to provide sterling against his cheque. The sterling 
will be automatically provided by his banker when the cheque is presented 
through the London Clearing. Furthermore, the effecting of such a payment 
will not cost the customer any more than in the case of an internal payment. 

It will be seen, therefore, that industrial issues in Dublin had always had 
to compete, so far as the Irish investor was concerned, with the popular 
industrial counters of the London Stock Exchange. Despite the fact that 
issues by the new Irish companies carried for the investor an advantage of a 
20 per cent. reduction in the income tax rate on dividends, it was hardly to be 
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expected that these local issues would interest the investor by comparison 
with the favourite industrials quoted in London. In fact, very few of the 
earlier industrial issues in Ireland were fully subscribed, so that the Industrial 
Credit Company, as underwriters, had to take up substantial amounts, particu- 
larly in the case of equities. 

Nevertheless, a quite substantial proportion of these earlier issues was taken 
up by the public. In general, the subscribers were new investors who were not 
previously in the habit of purchasing stocks and shares. They represented 
mainly the ‘‘ small man ”’ in various parts of the country who wished to take a 
financial interest in some new light industry of transformation which was being 
established locally. Thus, the overall average amount allotted in respect of 
applications to the various issues was small—of the order of £250. The total 
number of investors in Eire is approximately 30,000, and of these roughly 
50 per cent. comprise persons who, before the establishment of the Industrial 
Credit Company, had not acquired the habit of investment. There were a 
number of followers of Irish issues amongst regular investors, but in general 
these issues were not favoured by comparison with industrials quoted on the 
London Stock Exchange. 

Since the war, however, a complete change has come about. All the most 
recent issues have been heavily oversubscribed—even those for entirely new 
industrial ventures. This is very largely due to the fact that there is now in 
Eire a surplus of money seeking investment in all types of property yielding 
an income—whether in stocks and shares or properties such as shops, licensed 
premises, ground rents or houses, etc. Quite apart from this factor, however, 
there appears to be now a wider confidence that these new Irish industrial 
securities do offer a reasonably sound investment—a change which has, of 
course, been assisted by the glut of money at a time of shortage of industrial 
investment opportunities. Thus an original portfolio of these issues (a com- 
plete list of local industrial issues for the period 1933-43 was given in the 1943 
article already cited) would to-day show a large capital appreciation over the 
issue prices—and on the issues sponsored by the Industrial Credit Company, 
the average dividend return for the latest year would be 5.91 per cent. This 
appreciation, naturally, may be ascribed largely to the cheap money policy, 
which has forced down yields on equities as well as on fixed-interest securities. 

The table below shows the issues made since mid-1943, and continues the 
list given in THE BANKER four years ago 


1943 £ 
June 16 Capitol and Allied Theatres, Ltd. 75,000 
1944 
Oct 6 Associated Properties, Ltd = a ‘a rv is oP 137,592 
1940 
March 27 Irish Shoe a 1946), Ltd. 63,000 
May 20. General Textiles, Ltd. . os ee ss “ie a “s 210,000 
June 17 Irish Ropes, Ltd. , ws i oS ot 7 oe 97,500 
Aug. 6 Erne Cinema Belturbet, L td. ns die rae wil ae 10,000 
Oct 25 The Irish Wallboard Co., Ltd. .. oe ae ut ae ae 200,000 
1947 
March 24 Gypsum Industries, Ltd. 230,000 
March 31 Odeon (Ireland), Ltd. (Cinemas) se wis ice ict 400,000 
April 21 John Rawson & Sons (Ireland), Ltd. (Footwear Manufacturers) .. 215,000 
June 16 Irish Cinemas, Ltd. 306,000 
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75,000 
137,592 


63,000 
210,000 
97,500 
10,000 
200,000 


230,000 
400,000 
215,000 
300,000 


THE 


INDUSTRIAL CREDIT 
COMPANY, 


LIMITED 


AUTHORISED CAPITAL £5,000,000 
SUBSCRIBED CAPITAL - £1 ,000,000 
PAID-UP CAPITAL - - £812,500 


CAPITAL UNDERWRITING 
INDUSTRIAL FINANCING 


OFFICES: 


9, LEINSTER STREET DUBLIN 
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“Appointments and Retirements 
Sir Charles Lidbury 


Sir Charles Lidbury, who is the subject of the frontispiece of this month’s 
ssue of THE BANKER, retired at the half-year-end from active management of 
he Westminster Bank, but remains a member of the board. Perhaps most 
— nt among the general managers of the big banks—he became joint 
general manager seven ye ars ago—Sir C harles has had a distinguished banking 
career, and played an important part vigorously in his leadership and repre- 
sentation of British commercial banking during its adaptation to the needs of 
war. His — career is the more noteworthy for its early start—he 
joined Parr’s Bank, at Winsford, Cheshire, at the end of 1893, at the age of 13. 

The new chief general manager is Mr. W. T. Ford, formerly deputy chief 
veneral manager. He has also succeeded Sir Charles Lidbury as general 
manager of the Westminster Foreign Bank Limited, the new assistant general 
manager of which is Mr. E. L. Palmer. 








District Bank— Marple : Mr. H. M. Newton to be manager. 


Lloyds Bank—Sir Austin E. Harris, K.B.E., who has served the Bank as a director for 37 years, 
for the last 25 of which he has been deputy chairman, and Sir Francis A. Beane, who has served 
as director and vice-chairman for 12 years, have resigned their offices as deputy and vice-chairman 
respectively. They remain members of the Board. Mr. R. A. Wilson continues as vice-chairman 
and the Board have appointed Mr. Harold Peake and Sir Jeremy Raisman, G.C.I.E., K.C.S.L, 
as additional vice-chairmen. Head Office: Mr. T. C. George, who has been chief inspector since 
November, 1942, has retired after 47 years’ service. Mr. L. W. Bayliss, deputy chief inspector, 
to be chief inspector. Chief Inspector's Department : Mr. S. W. L. Poole, from Fordingbridge, to 
be an inspector. City Office (72, Lombard Street, E.C.3) : Mr. E. J. Sawtell, manager, has retired 
after nearly 47 years’ service. Mr. G. Y. Hinwood and Mr. J. C. Hosking, M.C., assistant managers, 
to be joint managers and Mr. L. G. Bretton, of Leadenhall Street branch, to be an assistant 





manager. Leadenhall Street, E.C.: Mr. D. Smith, from Cambridge branch, to be manager. 
District Off e, Leeds : Mr. G. N. Dixon, from Bradford, to be district manager’s assistant. Aston 
Road, Birmingham: Mr. C. H. Harrison, from Deritend, Birmingham, to be manager. Baker 
Street, N u .: Mr. F. Brackfield, from Finchley Road, N.W., to be manager. Bicester: Mr. 


H. W. Brown, from Beckenham, to be manager on retirement of Mr. G. E. Grainger. Bloomsbury, 
Birmingham : Mr. M. W. R. Darke, from Bristol Street, Birmingham, to be manager on retire- 
ment of Mr. H. A. Gaydon. Bury, Lancs.: Mr. S. Wilson, from Rochdale, to be manager on 
retirement of Mr. C. F. Bradford. Cambridge: Mr. D. E. Bedford, a sub-manager, to be assistant 
manager. Mr. E. J. Linnell, of the inspection staff, to be a sub-manager. Derby: Mr. R. 0. 
Boore, of the inspection staff, to be sub-manager. Devitend, Birmingham : Mr. F. N. H. Barwell, 
from New Street, Birmingham, to be manager. Finchley Road, N.W.: Mr. E. C. Webb, from 
Regent Street, W., to be manager. Fordingbridge : Mr. J. Scott, from Salisbury, to be manager. 
Great Hampton Street, Birmingham: Mr. E. L. Crosbee, irom Aston Road, Birmingham, to be 
manager on retirement of Mr. C. J. Corbett. Hammersmith, W.: Mr. F. R. Kelly, from West 
Smithfield, E.C., to be manager on retirement of Mr. W. N. Britton. Highgate Hill, N.: Mr. P.G. 
Brazil, from Chelsea, S.W., to be manager on retirement of Mr. S. T. P. Case. Keighley : Mr. 
W. W. Lingard, from Derby, to be manager. Lyndhuyst: Mr. B. R. Wiltshire, from Tunbridge 
Wells, to be manager on retirement of Mr. W. P. Hambly. Monmouth: Mr. H. J. Wood, of 
Monmouth, to be manager on Mr. R. Burnett’s retirement. Moorgate, E.C.: Mr. E. R. Barrett, 
of the inspection staff, to be sub-manager. Newark: Mr. R. W. Hindhaugh, from Oxford, to 
be manager on retirement of Mr. T. P. Beeston. Oxford: Mr. C. W. Robinson, M.C., from 
Newbury, to be sub-manager. Pewsey: Mr. J. W. Evans, from Romsey, to be manager on 
retirement of Mr. F. V. Trevena. Redland, Bristol: Mr. C. H. G. Thomas, M.C., from Westbury- 
on-Trym, Bristol, to be manager on retirement of Mr. A. E. Score. Regent Street, W.: Mr. 
L. A. Bayly, from Kensington, W., to be sub-manager. Romford: Mr. H. G. Turner, from 
Hertford, to be manager on retirement of Mr. P. C. Chevalier. Swansea: Mr. R. W. Thomas, 
assistant manager, to be manager on Mr. H. M. Stevens’s retirement. Mr. I. J. Edwards, aa 
inspector, to be assistant manager Westbury-on-Trym, Bristol: Mr. W. T. Hancock, from 
St. Philip’s, Bristol, to be manager. Wigmore Street, W.: Mr. W. H. Baker, from St. James's 
Street, S.W., to be manager on retirement of Mr. H. G. Mather. Winchester : Mr. F. U. Ashford, 
an inspector, to be manager on retirement of Mr. J. W. Austin. 


[Continued on page 58 
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Banking Statistics 





National Savings 
(£ millions) 


Savings 
Certi- Defence Savings 




















ficates Bonds Banks Total ficates Bonds Banks Total 
(net) (net) (net) tt Small (net) (net) (net)ft Small 
1946 May 0.3 56.08§ 10.6 66.9 
1944 I 55-4 20.8 98.0 174.2 June.. - 0.3 3.6 9.3 12.6 
II 97-5 54-4 92.6 244.5 July -— 1.4 5.5 S.% t2.2 
III 45-5 18.5 71.9 135.9 Aug — 0.2 4.4 14.9 19.1 
IV 34.9 18.9 69.6 123.4 Sept 0.4 2.5 12.6 16.5 
Oct. 2.8 4.8 27.0 25.5 
1945 I 44.3 19.8 108.7 172.8 Nov 3.8 t1.0 4.5 19.3 
II 28.1 18.1 98.5 387.7 ee 4.2 2.1 — 10.6 — 4.3 
III 12.2 30.3 99.7 %42.1% 1947 Jan... 8.7 10.6 14.4 33.7 
IV 39.2 87.2 76.4 202.8 Feb. 5.6 4:7 15.2 25.5 
Mar 25.4 §.%1—- 2.6 27.9 
1946 I 13.2 62.0 120.7 195.9 Apl. .. 27.7 2.4- 0.5 29.6 
II I.0 95.9 36.2 133.1 May .. 13.6 -1.5- 8.7 3.4 
III se 13.4 35.6 47.8 §§ Totals and apportionment between months 
IV 10.8 17.9 11.8 40.5 amended to allow for adjustment in official 
q figures. tt Including Release Benefit 
1947 I 39.7. 20.4 27.0 87.1 Accounts from July, 1945. 
Ordinary Revenue and Expenditure 
Year to Ord. Ord. By Ord. Ord. 
Mar. 31 : Exp Rev. Deficit Quarters : Exp. Rev. Deficit 
{m. ém. ém. £m. £m. £m. 
1938 808.1* 872.6 25.5* 1944 II 1420.3 604.7 815.6 
- te III 1523.8 734.0 789.8 
1939 1054.8 927.3 127.5 IV 1502.0 654.3 847.7 
1940 1809. 7* 1049.2 760.5* 1945 I 1609.8 1246.7 362.9 
1941 3867.2 1408.9 2458.3 II 1306.3 611.0 695.3 
1942 4775.7 2074.1 2701.6 ItI 1443.7 750.5 693.2 
1943 5623.2 2819.9 2803.3 ‘ 5 1386.2 667.8 _s 
re 788 8 isecas 194 1337-4 1253.5 3-9 
soe¢ _—4 303®-5 2749.9 II 902.0 629.0 273.0 
1945 6057.8 3238.1 2819.7 III 918.3 712.1 206.2 
1946 5474.8 3284.5 2190.3 IV 861.1 738.6 122.5 
1947 3910.3 3341.2 569.1 1947 I 1228.9 1261.5 32.68 
* Allowing for loan expenditure. § Surplus, 
Floating Debt 
June 22, May 24, June 7, June 14, June 21, 
- 1946 1947 1947 1947 1947 
Ways and Means Advances : £m. £m. fm. fm. £m. 
Bank of England 13.5 — 5-5 10.3 10,0 
Public Departments 357-7 327.5 341.5 $99.1 341.9 
Treasury Bills : 
Tender .. 1930.0 2190.0 2180.0 2180.0 2180.0 
Tap +. 2543.4 2620.1 2584.9 2592.1 2614.4 
Treasury deposit receipts 1391.5 1463.5 1463.5 1453.5 1443.5 
6236.1 6601.1 6575.4 6582.9 6589.8 
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Treasury Deposit Receipts 


Raised Redeemed Outstanding 

Monthly* : £m. £m. £m. 
1946 May hs ics , - 60 1483. 
June ee , 190.0 282. 1390. 
July si 4 - 225.0 136. 1479. 

Aug ae i ica 455.0 287. 1647. 
Sept. 30 .. ss es 500.0 368. 1779. 

Oct. - a ws 380.0 416. 1743. 
Nov. Ri a “is — ° 1742. 

Dec. 92 :. a a 131.0 197. 1676. 
Jan. rr ; a 194.0 213. 1657. 
Feb. es - és 210.0 359. 1508. 
March oe sc ss $63.0 594. 1456. 
April - Pe os 387.0 380. 1463. 

May sa ea a — —_— 1463. 


CUMOCOMUDOWOMS 
MAM OUUM OO OUM Oo 


} 


i last Saturday in each mouth, except at final month in each quarter. 


WEEK-TO-WEEK BORROWING 

Net New Net New 
ed Redeemed Borrowing Week ended: Raised Redeemed Borrowing 

1947 
83.5 - 13. i a See 60. 94. 
100, ! - 40. = S «« a 160. 
13 - 12 os | «= Ce, 158. 
— ao 80. 81 
134 , - Se ss ee 100. 
5.! 5. Api. § «.. S67. 160. 
23. 3. a; ar 140. 
so 3 « tee. 80. 20.0 
24. .o Apl. 26-Jun.7 — — = 
234 33.! jJuner4 .. 60. 70. 10,0 
140 50 . ae 50 60. 10.0 
162. ‘ oo Se se oO. 2. 1.5 


34. 
30. 


COOMOUDH 


oo°$o 





Appointments and Retirements [Continued from page 56 





Midland Bank—Mr. James Hornby Jolly has been elected a member of the Board and of the 
Board of the Midland Bank Executor and Trustee Company Limited. Head Office: Mr. T. B. 
Liddle, of Whitefriargate, Hull, to be a branch superintendent on retirement of Mr. W. F. 
Robinson. Mr. C. J. E. J. Jones, of Pontypridd, to be a district staff superintendent on retirement 
of Mr. W. C. Garland. London, Forest Gate: Mr. E. N. Hobbs to be manager on retirement of 
Mr. F. McL. Haines. London, King’s Cross : Mr. W. M. Long, of West Smithfield, to be manager 
on retirement of Mr. B. V. G. Gifford. London, Knightsbridge : Mr. S. L. Kneebone, of Putney, ” 
to be manager on retirement of Mr. A. Skull. London, Putney : Mr. B. B. Cobb, of Wandsworth, 
to be manager. London, 133, Regent Street : Mr. T. W. Coysh, of 16, Regent Street, to be manager 
in succession to the late Mr. A. Willcox. London, 16, Regent Street : Mr. A. J. H. Balls, of Chancery 
Lane, to be manager. Aylesbury: Mr. A. E. Antill, of Reading, to be manager. Birmingham, 
South Yardiey: Mr. R. S. Farrington to be manager. Blackpool, Central Drive: Mr. E. 
Pemberton, of Fleetwood, to be manager. Bridgnorth: Mr. P. Edwards, of Craven Arms, to 
be manager on retirement of Mr. W. T. Cornfield. Eastbourne, Terminus Road: Mr. T. J. B 
Griffiths, of Bexhill, to be manager on retirement of Mr. W. S. Hardy. Gerrards Cross: Mr. 
C. L. Newman to be manager. Hatlsham: Mr. C. J. B. Jervis, of Canterbury, to be manager. 
Hastings : Mr. C. Abbey, of Aylesbury, to be manager on retirement of Mr. N. J. H. Tutt 
Hucknall : Mr. J. A. W. Jarvis, of Newark, to be manager. Hull, Whitefriargate : Mr. A. R 
Collingwood to be assistant manager. Hyde: Mr. T. A. Shaw, of Central Drive, Blackpool, to 
be manager on retirement of Mr. F. Dodgson. Kington: Mr. H. G. Thomas, of Penybont, to 
be manager on retirement of Mr. E. H. Roberts. Nottingham, Long Row : Mr. H. R. Johrisoa, 
of Hucknall, to be manager on retirement of Mr. A. J. Walker. Loughborough: Mr. J. T.G 
Barnes, of Grantham, to be manager on retirement of Mr. W. R. Horsfall. Pontypridd: Mts 
T. Davies, of Burry Port, to be manager. Shotion : Mr. W. Stevens, of Hawarden, to be manager 
in succession to the late Mr. E. H. T. Littler. Stourbridge, 114, High Street: Mr. S. C. Smith, 
of Lye, to be manager on retirement of Mr. J. James. Wellington (Shropshire) : Mr. E. N. Jones, 
of Ruabon, to be manager on retirement of Mr. G. B. Shaw. Winchester: Mr. J. S. Knight, of 
Westbourne, Bournemouth, to be manager. 
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